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Symptoms ot Sanity 


T one stroke, Mao Tse-tung has reduced to nonsense all the 
arguments about the Korean war reiterated by Communist 
‘China and its dllies—and by neutralists in the West—for 

nearly a year. Since. May, 1952, the only substantial reason that the 
Communists had given for rejecting truce terms put forward by the 
United. Nations Command was their insistence on the forced 
repatriation of prisoners. ° Throughout the past year, all the ingenuity 
that apologists for Peking and Moscow could muster has been devoted 
to arguing that helpless men should be herded back into the hands 
of their masters,.if necessary at the point of the bayonet. Nobody 
has worked harder for this repugnant idea than Mr Vyshinsky, who 
must now find it somewhat embarrassing to be back in New York after 
Mao’s volte-face. How is the newly demoted ex-foreign minister to 
explain why the “ world peace camp” extended the Korean bloodshed 
for eleven months by insisting on a demand which it now sets aside 
so blandly ? 

An answer to that question would be enlightening, not least to 
those in the free world who have asserted throughout that the only 
way to get a Korean truce was to accept the forced return of prisoners. 
But other questions have to be asked more urgently. Chou En-lai’s 
announcement.on Monday came immediately after the news that the 
British ambassador in Moscow had been summoned home for con- 
sultations in the light of “indications of the possibility of an 
improvement in Soviet relations with other countries.” To what extent 
does the Peking government’s new move support the theory that any 
general improvement is imminent ? 

The Chinese action is certainly a much more substantial gesture than 
anything of the kind that has come from Moscow since Stalin’s death. 
There have, indeed, been plenty of straws in the wind that blows 
from Russia; and they have attracted the more attention simply 
because the free world was already scanning the eastern horizon for 
portents of change. Some observers have thought to see hdpeful 
indications in the admission to Moscow of a touring party of American 
journalists, and the Soviet government’s assurance that it would look 
into the detention of British and French civilians in North Korea. 
Spirits were raised in the West even when a Moscow radio commen- 
tator referred briefly to allied co-operation during the second world 
war ; but this concession that Russia won the war not entirely alone 
was made in a broadcast not heard by the Russian public. 

Apart from the acceptance of a Swedish nominee for the long- 
contested post of Secretary-General of the United Nations, the 
most solid of the series of Soviet gestures was General 
Chuikov’s message to the British High Commissioner in Germany, 
which expressed guarded regret for the shooting down of the Lincoin 
bomber and offered to discuss new safety measures for the Berlin air 
corridors. Yet even this unexpectedly co-operative move could be 
interpreted, in view of the Czechs’ failure to make any corresponding 
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gesture after their earlier attack on American aircraft, 
as consistent with the policy of dividing the western 


allies. It was not until last Saturday, when the North 


Koreans at last accepted the long-standing offer of the 
United Nations to exchange sick and wounded prisoners 
—a proposal which originated with Mr Eden—that 
the first concrete step in the direction of settlement was 
taken by the post-Stalin Communist world ; and this 
step was taken not by the Russians but by their Asian 
allies. 

The impression that the new Soviet government may 
contemplate adopting a more amenable attitude has, 
however, become strong enough to justify the recall of 
Sir Alvary Gascoigne from Moscow. This impression 
can scarcely be inferred from any public protestations 
of peaceful intent made by Russia’s new rulers. Indeed, 
Malenkov and his colleagues would be the first to 
deny that they mean to follow a more pacific policy 
than Stalin. All their statements embody pledges to 
carry on his policy exactly as it stood—and Stalin’s 
“peace policy” found room af various times for 
blockade, intervention, threats, attacks on aircraft, war 
by proxy and annexation. But there may be sounder 
reasons for supposing that Malenkov and his immediate 
following badly need a temporary relaxation in 
international tension. 

Both within and without, the first need of the new 
men in the Kremlin is to gain time, to secure a period 


of relative calm during which they can consolidate their’ 


personal power. To achieve this object, they appear to 
be willing to make concessions in various directions. 
The amnesty for minor offenders, and the gesture to 
the officer caste represented by Marshal Zhukov’s recall 
from obscurity, suggest the application of this policy 
on the home front. Externally, Malenkov finds it 
necessary to woo Mao Tse-tung, not only by according 
him the most deferential treatment, but also by con- 
ceding to him the economic aid for which Chinese 
negotiators had been haggling in Moscow ever since 
last August. Against this background, it is no more 
than consistent to make a series of mollifying gestures 
to the West, and to instruct Mr Vyshinsky to abandon 
his bodyguard and to mingle affably with non- 
Communist delegates at che United Nations. 


~ 


* 


But can the free world expect anything more than 
gestures from Moscow ? There is, on present evidence, 
little reason to suppose so. The very weakness that 
inspires the new government’s concessions to its own 
subjects and allies makes it difficult for it to concede 
anything substantial to the West. Until they are safer 
in the saddle, Malenkov, Beria and their intimates dare 
not incur the charge of failing to defend Soviet 
interests. Thus, while proffering their olive twigs with 
one hand, they have used the other to maintain a show 
of unyielding strength, by means which range ftom 
attacks on western aircraft in Germany and the Far 
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East to Mr Gromyko’s continued intransigence in last 
week’s UN debates. The one change of importance is 
this: no one in the Kremlin can now prevent Mao 
Tse-tung from seeking his own objectives. The 
Chinese ruler may well have realised that he could 
never win the final victory in Korea which he once 
boastfully forecast, and that the value of his war as a 
rallying-point for patriotic feeling and an excuse for _ 
discipline and demands on the home front was 
diminishing, while its claims on economic resources 
and skilled manpower were coming more and more into 
conflict with the needs of the industrialisation pro- 
gramme. Perhaps he has wanted to call off the fighting 
for some considerable time, but has been restrained by 
his need for Russian economic aid. It is certain that 
he is no longer so restrained, Whether Malenkov and 
his colleagues like Mao’s latest move or not, they are in 
no position to veto it. 


A sharp distinction must, therefore, be drawn 
between the prospects of a Korean truce and the possi- 
bility of a general settlement between the Communist 
and the free worlds. The achievement of the former 
would not necessarily bring the latter any nearer. 
While the new Soviet government has everything to 
gain from a temporary lull in the cold war, there is no 
tangible evidence to suggest that it is anxious, or even 
able, to embark on a final settlement of any major inter- 
national issue. Some of the aggressive tactics 
associated with Zhdanov must, admittedly, pass into 
eclipse with the enthronement of Zhdanov’s rival. For 
the time being, the new government’s attention is likely 
to be directed primarily to consolidation ; the key word 
in Moscow today is monolitnost—monolithic unity, the 
“supreme principle” propounded by Malenkov in 
his speech to the Supreme Soviet. It may be expected 
that the “peace” campaign will again be intensified 
and that every effort will be made to convince the free 
world that the danger of war comes only from the 
capitalist governments of the West. - Propaganda on 
these lines would accord admirably with the policy of 
encouraging splits between the free nations. Was it 
not stated at Stalin’s last Congress of the party, four 
months before his death, that wars between capitalist 
countries are still “inevitable,” whereas war between 
East and West is not ? 


But if the Soviet world is quiescent for a time, it will 
hardly be relaxed. A post-Stalin leading article in 
Pravda has called on the Russian people to fulfil their 
“sacred duty of strengthening by every means the 
mighty Soviet armed forces and our Soviet intelligence 
service.” If there is to be any relaxation, it will be 
confined to the West ; and, however welcome a halt to 
the fighting in Korea must be to all those members of 
the United Nations that have helped to resist aggression 
there, they will need to remain vigilant at least until 
the implications of the new Soviet policy have shown 
themselves more clearly. What is surprising and alarm- 
ing is to see how so little has to be said from Moscow 


_ to obscure the memory of so much that has been done. 
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T= attempt to make an annual economic plan began 
in 1947, and only the title now survives. The 
Government’s “ Economic Survey for 1953” is in fact 
a sensible, well-balanced report on the changes in the 
economy during 19§2. A year ago the first survey to 
come from a Conservative Government carried to a 
logical conclusion the trend that had been marked in 
the later years of its predecessor: quantitative for -asts, 
which had been so often and so widely off the mark, 
were abandoned. This year’s survey shows instead the 
beginnings of anew approach to policy-making. In 
its final pages the économic prospect is discussed—not, 
indeed, fully and decisively, but with some attempt to 
set out the conflicting influences at work. There is 
more sign of Government policy being consciously 
shaped to the prospect. As the functioning of the 
economy is left in greater measure to market forces, 
the Government finds itself more, rather than less, able 
to “take a view” of its own. To set out this view, 
with evidence and explanation, should become increas- 
ingly the purpose of the annual survey; it is the 
foundation of a new technique of planning that could be 
considerably more effective than the old. 

This trend, however, is as yet in its early stages, 
and for 19§3 the main importance of the survey (which 
is discussed in more detail on later pages) is its analysis 
of what happened to the economy last year. In March, 
when the Chancellor had completed his policy for the 
dollar ‘crisis, almost all outside opinion held that 
the policy threatened to be dangerously inadequate. 
As was pointed out in these columns at the time, Mr 
Butler leaned at every point to an optimistic assessment 
of the outlook for 1952; and while at many points he 
might be right, the odds against his being right all the 
time—against. his final conclusion being justified— 
were formidably long. 

In the following months this view grew rather than 
diminished. During the summer not only economists, 
but even many politicians were to be found fearing that 
Britain was standing on a trap-door and urging the 
Chancellor to strengthen his disinflationary policy. Yet 
oy now the general opinion is that the critics were too 
gloomy and Mr Butler was right. And while this con- 
clusion should be accompanied by several sophisticated 
riders, it can hardly be disinissed as a mere popular 
myth in face of the patent facts that disaster has not 
come, that the gold reserve is rising, that the balance 
of payments is in surplus; and that inflation has been 
subdued. At the level of political discussion, if not in 
the more rarefied heights of an economists’ circle, the 
question to be asked about economic affairs since the 


Conservatives came into office is not, for once: What ° 


went wrong? It is: What went right ? 
Certainly the points made against Mr Butler’s policy 





What Went Right ? 






by his political opponents have proved to be ineffective. 
He was accused of reducing the import bill at the 
expense of a rake’s progress of living on stocks. The 
survey shows that in fact in 1952 the country earned 
an external surplus without any appreciable change in 
stocks—a considerable improvement on the 1950 
achievement of which Labour was so proud. Again, 
it was said that the external gap was being closed by 
sacrificing the industrial investment on which future 
efficiency and prosperity depend. That, indeed, has 
an important element of truth. But it was always neces- 
sary to add that Mr Butler did not begin the policy ; 
and it should nqw be admitted that on balance the 
outcome—which included, besides some cut in invest- 
ment, a great expansion last year in business savings— 
is certainly not to weaken British industry’s capacity 
for future improvement and expansion. 


* 


The truth is that there has been a remarkable turn- 
round, and while it rests in large measure op good 
fortune—above all, on the improvement in the terms 
of trade—the Government is also entitled to consider- 
able credit. Not only was the British economy snatched 
from disaster last spring. There is now widely spread 
through industry an atmosphere of competition, a 
degree of flexibility, which certainly compares favour- 
ably with the indifference and rigidity that persisted 
through the long period of sellers’ markets. In the 
Economic Survey the Government can fairly claim that 
“at the beginning of 1953 the economy was in a much 
healthier condition that a year before.” 

If the outcome is better than most observers 
expected, the reason is certainly not that on all points 
Mr Butler’s optimism was justified, or that his political 
courage was in all respects sufficient. He was gravely 
disappointed in the belief that industrial production 
would increase. And while he could bring himself to 
make realistic cuts in the food subsidies a year ago, he 
could not resist paying out bigger housing subsidies. 
He can be blamed for his inconsistencies, as well as 


-praised for his decisions to let the open market and 


prices do more of his economic donkey work. One 
of the most significant lessons of this past year’s experi- 
ence is that a 4 per cent Bank rate has been more 
effective in checking inflation, despite the mildness of 
the Budget itself, than even the advocates of monetary 
policy generally dared to hope. It has not only helped 
to check stock-building ; it has induced a wholly healthy 
caution in both business and personal spending, with 
the result that savings have gained all round, 

In the past few months one other thing has aiso 
worked powerfully in Mr Butler’s favour. Twelve 
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months ago his critics assumed that in the later part 
of the year defence production wouid still be rising ; 
this strain on the economy was to have been intensified 
at the same time as the burdens of the housing pro- 
gramme began to reach their full size. In fact, the 
decisions taken late last summer halted the defence 
expansion, and Mr. Macmillan is able—as yet, at any 
rate—to build his houses without destroying Mr 
Butler’s more substantial achievements. 

Such are the things that have gone right—in the 
sense of making short-term economic policy more 
successful than at one time seemed likely ; whether all 
of them are to the national advantage over a longer 
period is another question. | What benefits do they 
promise for the future ? The British economy in 1952 
again made considerable progress in a period when 
external circumstances turned very much in its favour. 
The same thing happened in earlier years of even 
numbers—in 1946, 1948 and 1950-~and hitherto the 
improvement has always been too small to give the 
country any real strength in face of the following year’s 
crisis. If it is possible to congratulate the Chancellor for 
what is justified in his optimism, it is equally possible 
to regret that so little advantage has this time been 
reaped from so large a turn in the wheel of fortune. The 
economy is healthier now than it was a year ago; but 
how much healthier would it have been if Government 
expenditure had been cut a year ago by {200 or £300 
million ? 

Great as the improvement in the terms of trade has 
been, a half of the shift tc a surplus in overseas pay- 
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that are now necessarily being relaxed. At the same 
time, hopes of any really large gun i the dollar reser 
or of any definite advance towards sterling converi:- 


bility, are dwindling. Intérnally, it is far from certain 
that the checking of inflation is really the “ more lasting 
development ” that the survey at one point claims. 
That check is the product of some changes in extern:| 
circumstances—most notably, the import restrictions 
imposed by other countries—and of Ss Sd small 
adjustments in policy at home. Other changes could 
reverse it quite as easily. 

The temptation on the politicians, seeing a little sla 
here and there, is always to blow up the inflationary 
balloon again, and there have been hints enough in 
recent weeks that the Government is only too likely to 
yield to temptation. There is no sense in driving the 
British economy into underemployment and declining 
output ; but there are inescapable reasons for securing 
a shift in the country’s resources towards the export 
trades, and for tilting the balance of policy in favour of 
greater investment and not greater consumption. Litiic 
of this“happened last year. The Conservatives arc 
deluding themselves—and will pay heavily for the 
delusion—if they think that they have saved the country 
by a policy that has done its work and can now be 
relaxed. In fact, they have taken emergency 
measures and with good luck the British economy has 
been pulled through a crisis. The tasks of establishing 
solvency on surer foundations and of moving from 
convalescence to true economic health still remain. 


The Finance of the Dog-Fight 


Me& JUSTICE LYNSKEY said some sharp things 
recently about the legal aid scheme. The case 
before him arose out of a dog-fight between Prince, an 
alsatian, and Rex, a spaniel. The owner of Rex alleged 
that in the course of the fight Prince had butted her in 
the stomach and knocked her down, with resulting 
injuries to her spine. The owner of Prince told a 
different story. The plaintiff, he said, was not pushed ; 


_ She fell. It was Rex that was trying to get at Prince, 


not the reverse ; Prince, he added, was a friendly dog. 

When Mr Justice Lynskey had given judgment for 
the defendant, he was told that both parties were 
assisted persons under the scheme. Then what chance, 
he asked, had the plaintiff of recovering her damages 
had she won? None, he was told, unless the defendant’s 
financial position improved, as the result, say, - of 
winning a football pool. It was then that Mr Justice 
Lynskey exploded, and it is difficult not to share his 
feelings over this particular dog-fight. Other judges 
have criticised other aspects of the present legal aid 
system, and it seems time to consider whether the 
comments from the Bench make up a case for complete 
revision of the scheme.. 


It has now been in operation for two and a half years. 
The sections of the 1949 Act that provide for legal aic. 
as distinct from legal advice, in civil cases were brough' 
into operation on October 1, 1951, and the Law 
Society’s report and statistics covering the first full yea: 
have recently been published. In the year ended 
March 31, 1952, 48,700 applications for aid were 
received ; of these, 39,453 were granted certificates for 
legal aid. It is estimated that about 80 per cent 0: 
all applications are for matrimonial relief of one kind o: 
another and that another 16 per cent are claims for 
damages for personal injuries, mainly on the roads 0: 
in factories. The remaining 4 per cent are miscel- 
laneous. Cases that on which Mr Justice 
Lynskey commented can, therefore, be only a very small 
minority. In matrimonial suits, although damages ma\ 
be claimed on a divorce petition, 
whole, or even the main, object of the proceedings. 
Again, in most claims for personal injuries, the 


defendant, as the owner of a motor vehicle or proprietor 


of a factory, is insured ; any damages he is ordered to 


pay will be forthcoming at once. .. 


for assisted persons in damages and costs are now 
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too early to say what the ultimate cost to sb metligees 
of the whole scheme will be, for instalments both of 
contributions to costs-and of recoveries of costs may be 
spread over more than ‘one year ; but in 1951-52 the 
grant in aid to the Law Society was £260,000—which 
compares rather remarkably with the current grant of 
£785,000 to the Arts Council. 

Nevertheless, the fact that the system may produce 
satisfactory results for the majority should not stifle 
criticism. Is it really confined to those who cannot 
afford to pay the normal costs of lawyers? Does the 
system encourage litigation, and thereby impose hard- 
ship on those who, usually at their own expense, have 
to defend unjustified claims with no hope of getting 
back their costs if they are successful ? 


* 


The legal aid system, under the egis of the Lord 
Chancellor, is fairly and squarely in the hands of the 
Law Society for administration, with appropriate aid 
from the Bar on the various committees and in the pro- 
ceedings themselves, There is also a national advisory 
committee of laymen (a committee which not only takes 
itself seriously but which is taken seriously by others) 
in the background. Administration is decentralised 
among twelve area committees of lawyers, unpaid, based 
on the provincial law societies, aided by 110 local com- 
mittees covering all England and Wales. The 
application for aid goes to the local committee, which 
decides if the applicant has a case to prosecute or 
defend. The questions of his means, and the contribu- 
tion he should make to the cost, are kept separate and 
are answered by the National Assistance Board. The 
Board works on a basis laid down by the 1949 Act 
itself, and lawyers consider that it functions efficiently 
and quickly. Two comments on the financial side of 
the system were made by the advisory committee in 
its report for 1951-52. One was that there seemed to 
be a small class of applicant whose. paper incomes and 
declared means were small but who seemed to live very 
well none the less. The other was that there are cases, 
of a wife or a daughter at home, for example, where 
the applicant had no means but where it would be 
reasonable to expect the immediate family to help. In 
both cases the local committees have a remedy. They 
can refuse legal aid, whatever the merits of the case, 
if they think it unreasonable. 

The second criticism is. that the local committees 
grant the certificates for aid too easily, which means 
that a corresponding number of people have to fight 
legal actions that should never have been brought. 
From that criticism the comment easily follows that 
lawyers- would naturally want to encourage litigation 
provided it was paid for by the state. The rider is 
unjustified—at least, in that crude form. The lawyers 
who take on: assisted get no more than 85 per 
cent of their standard and that only after a 
close scrutiny of each bill by the court’s taxing official. 


If the 10,000 or so cases dealt with by salaried solicitors 
im the Law Society’s own divorce department. are 
deducted, some 9,000 solicitors have handled an average 


of four and a half cases each in‘a year, which is hardly 


an opportunity to make a fortune. But ‘there is more 
substance in the main Criticism. Part 6f the difficulty 
arises from the failure to bring into force the legal 
advice sections of the 1949 Act. Despite the fact that 
the Committee has heard only the applicant's story, if it 
acts it must authorise litigation and start the snowball 
of legal costs rolling at once. 

This has two other consequences, -.The applicant 
himself is confirmed in his belief that he must have a 


. good case, and is therefore less willing to think of a 


compromise. The solicitor he instructs, particularly 
if it is in a country area where the local reputation of a 
lawyer matters a great deal to the size of his practice, 
is reluctant to appear as the kind of man who takes on 
a case and then throws cold water on his client’s hopes. 
The committees probably do give applicants the benefit 
of too many doubts. There is a natural reluctance to 
damn outright even a shaky case, and there is a justi- 
fiable belief that it is not for these committees to usurp 
the functions of the courts themselves and decide the 
merits of the claim. High Court judges cannot have it 
both ways. If they regard themselves as the fountain 
of justice, they should not complain if local committees 
decline to set up smaller springs of their own. Yet 
the possible injustice to the other party exists, and in 
its report the advisory committee was well aware of 
that. It certainly looks as though the committees have 
been too willing to back appeals ; whereas 73 per cent 
of assisted cases fought in the Queen’s Bench Division 
were successful, there were only 51 per cent of suc- 
cessful cases in the Court of Appeal. 

The obvious step would be to bring into operation 
the section of the 1949 Act that allows a local committee 
to issue a certificate entitling the assisted person to 
advice only. One objection to this could be that the 
whole cost of the work done by the lawyer would 
fall on public funds because there would be no oppor- 
tunity of obtaining a court order that the other party 
should pay them. On the other hand, everybody knows 
that many cases are settled without litigation on the 
basis that the compromise payment covers all the costs 
as well. The advantage of the preliminary investigation 
is that the real merits of the case are known before the 
expense of litigation started. Thus the final result 
might well be a saving of public money. 

To return to the action of Rex v. Prince, it is easy 
to say that the action should never have been brought 
because the defendant could never pay the damages. 
But what of the old lady, badly injured by the careless 
errand-boy, on a cycle, employed by the small shop- 
keeper who was not insured against that kind of risk? 
She was assisted and was awarded {1,000 damages. 
The shopkeeper was asked what he was going to do 
about it. He did not plead that his only chance was 


to win a football pool. He said, “Tit pay her thirty 
bob a week while I can.” And he did. 
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Mau Mau at War 


HE unexpected debate on Kenya, which the Opposition 

managed to initiate in the House of Commons on 
Tuesday, fitted in well with its wish to delay the passing of 
the Transport Bill as long as possible. But no harm was 
done by forcing the Government to abandon what had 
become an unreasonable determination to have the Bill 
made law before the Easter recess. Moreover, the debate 
took place in its own right, for the massacre of Kikuyu 
loyalists last week was certainly “a definite matter of urgent 
public importance” and fully justified the use of the 
exceptional procedure that interrupts the normal business 
of the House of Commons. 

Earlier, at question time, Mr Lyttelton had admitted that 
the situation in Kenya was now “ more like a war than an 
emergency.” This was made quite clear by the massacre, 
which was obviously well organised and took place only 
2§ miles from Nairobi. Fully 150 men, women and children 
were Stughicred 5 there was also a raid on the Naivasha 
police outpost, from which rifles and automatic weapons 
were looted ; and in several smaller incidents the loyalists 
have lost in life and prestige. The Government certainly 
has not proved itself able to protect those who support it 
against Mau Mau. 

It is too soon to know whether the Mau Mau counter- 
attack will achieve its objective, which is to destroy the 
morale of pro-Government Africans. In the debate, Mr 
Lyttelton. suggested that the very success achieved in 
hemming Mau Mau in was forcing it to these organised 
attacks instead of sporadic acts of violence. He also 
asserted that more information was coming in. Since the 
raid, there have been reports that mothers who have 
seen their children butchered have come forward as 
witnesses. If it is true that Africans are providing more 
information, this would be a setback for Mau Mau, whose 
success hitherto has rested in part on the stultification of 
British justice through the intimidation of witnesses—so 
much so, indeed, that ugly stories are coming to Britain 
about the conviction of suspects on flimsy evidence. To 
drive a British community to mere reprisals would indeed 
be a signal victory for the Mau Mau thesis that the white 
men are just as much “savages” as Africans ; it would 
wreck the whole Government case. 

Evidence that the loyalist Kikuyu are standing up well to 
their ordeal, however, provides a hopeful ‘sign in a 
thoroughly disquieting turn of events. The Mau Mau out- 
break has shown the intelligence and adaptability of the 
Kikuyu in what is now virtually tribal civil war ; and the 
loyalists can see that the Government has the might of 
Britain behind it—soon to be further manifest in the arrival 
of two more battalions of troops, of which further details 


were given in the debate. Meanwhile, as the mass exodus 
from the White Highlands goes on, famine threatens the 
reserve and production in the European area sags. For- 
tunately, the Government is now wisely intervening to stop 
this migration, which is causing both it and the United 
Kingdom Government considerable anxiety. 


Forming Labour Policy 


HE Labour Party is making fairly fast work of its new 
programme. In three weeks’ time the national 
executive committee. will be ready to review, and 
presumably in substance to approve, the draft that its 
sub-committees have been preparing. There is to be, by 
all accounts, much that will be new to the British Labour 
movement. At the preliminary meeting at Brown’s Hotel 
four months ago there seems to have been a general agree- 
ment that, as a principal method of extending public owner- 
ship in future, the state should buy a controlling interest 
in important companies rather than create national bodies 
embracing whole industries, on the pattern of the 1945 
programme. In the detailed drafting, firms in the aircralt 
and machine-tool industries have become the favoured 
candidates for this treatment. 

Among the more familiar subjects of nationalisation, the 
rumours suggest that sugar is definitely off the list but 
cement may not be. The policy-makers are reported, 
however, to have developed a determination to nationalise 
—in the old, 100 per cent sense—most of the chemical 
industry. The main disagreement has arisen over some 
scheme for nationalising rented agricultural land. This is 
favoured by Mr Bevan and his friends ; for some people 
less to the Left of the party,/it has the attraction of 
combining a fine Socialist ring with the practical merit that 
the actua] transfer of ownership could be piecemeal and 
very gradual. Some of the policy-makers, however, arc 
less cynical and appear still to be standing out against any 
sort of land nationalisation. . 

The only other disagreement—or, at least, the only onc 
that has leaked out—separates politicians of all brands from 
the trade union leaders: the politicians want to propose 2 
new social security tax, graduated according to income, 
while the unions prefer to stick to the flat-rate “ insurance ” 
principle—and are likely to have their way. In general, the 
temper of the discussions leaves no doubt that this autumn 
the Labour Party will have a better chance of uniting itself 
than for many years past. Many slips, however, are still 
possible ; and it remains in any event to be seen whether 
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A Guarantee for France 


MAYER’S visit to Washington has produced one 
M . striking result: in a guarded but unmistakable way, 
President Eisenhower has committed American forces to 
indirect military support of the French effort in Indo- 
China. The war against Vietminh, together with that in 
Korea, has been defined as part of a common action, and 
China has been warned that any intervention in force against 
the Vietnam during the period of an eventual Korean truce 
would be regarded as a violation of that truce. This is the 
kind of American guarantee that France had, up to now, 
been unable to obtain dnd M. Mayer can justly claim to 
have achieved something of a diplomatic triumph. 

With respect to the outstanding problems in Europe, the 
results of the Washington talks were less spectacular. M. 
Mayer reasserted his determination to -press for the 
promptest possible ratification of the EDC treaty, but no 
agreement was, reached on the vexed question of the Saar. 
Mr Dulles was unable to see why a solution to the Saar 
problem had to come before the ratification, so it is unlikely 
that Washington is prepared to champion the French case 
when Dr Adenauer arfives early this month. It is increas- 
ingly clear, on the other hand, that some form of mediation 
by America, and perhaps Britain, will prove to be the 
only way out. 

The subject of increased aid to France and long-range 
planning for off-shore purchases was deferred for considera- 
tion at the next meeting of the North Atlantic Council on 
April 23rd. As to convertibility and American import 
policies, it was felt that both issues needed further study, 
particularly within the framework of OEEC. In short, M. 
Mayer’s visit produced clarification rather than solutions. 
To what extent Dr Adenauer will be able to derive advan- 
tage from this fluid situation remains to be seen. 


Stalinism without Bars? 


HE new rulers of Russia have started their reign with a 

most impressive act of clemency. In Tsarist times the 
birth of an heir, royal celebrations or accessions were 
occasions for showing mercy. The Bolsheviks in the early 
days proclaimed amnesties almost every year. But all this 
changed under Stalin. The last large-scale amnesty took 
place in 1927, when mass concentration camps were not 
yet an inherent feature of the Soviet regime. Since then 
batches of prisoners have been released from time to time, 
particularly just after the war ;"but there has been no act 
of general pardon comparable in scope with the one now 
proclaimed by Moscow. 

On paper, at least, the new decree.promises freedom to 
probably half of the victims of the notorious concentration 
camps. All those condemnéd to less than five years’ im- 
prisonment should be freed at once ; those serving longer 
sentences should have their terms halved, with the excep- 
tion of specially dangerous gangsters and “counter- 
revolutionaries.” The camps are no longer as crowded as 
they were in the late thirties after the purges, but even 
conservative estimates still put the number of inmates at 
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somewhere between two and three million. Thus, if the 
decree is to be carried out hundreds of thousands should 
soon be swarming on Russia’s roads as they return from 
Captivity. 

The new move is the more striking because Stalin’s reign 
ended on a note of alarm, with a vigilance campaign 
clamouring for greater discipline and harsher penalties. A 
few weeks ago the same men, acting as Stalin’s mouthpieces, 
were issuing warnings that Russia is still infested with 
“ remnants of bourgeois psychology.” Now they argue that 
an amnesty is possible because of “the honest attitude of 
the citizens towards the implementation of their duties.” 

The inhuman concentration camps must have been the 
most hated feature of Stalinism. Malenkov and his associates 
could not, therefore, have devised a better measure to sap 
the cult of Stalin and to increase their own popularity than 
this proclamation of general pardon. Special indulgence is 
shown in. the decree towards offences committed in an 
official capacity,. thus showing that even the bureaucracy 
reared by the regime was choking under police supervision. 
Yet, the camps were only the extreme form of a whole 
system of coetcion that seemed inseparable from Stalinism. 
The weakening of one link is bound to increase the pressure 
on the other links in the chain. Are the new rulers willing 
and able to evolve a new form of “ Stalinism without bars ” 
or will it all end with the release of some petty criminals ? 
Will the new promise remain as empty as Stalin’s own 
promise of democracy contained in the constitution bearing 
his name ? The fact that the gesture was made so soon 
after the Leader’s death is a clear recognition that Russians 
have not lost their thirst for freedom. 


Dark Horse from Sweden 


R Dag Hammarskjéld, whom the Security Council on 

Tuesday chose as the next Secretary-General of the 
United Nations, was described in the press this week as 
“a politician little known in international circles.” This 
highly inaccurate phrase did scant justice to a very remark- 
able man, who has in fact become internationally known 
without passing through the mill of party politics. Although 
Dr Hammarskjéld ranks as a minister without portfolio 
in the Swedish Cabinet, his function is that of deputy to 
the foreign minister, Hr Unden, with special regard to 
economic affairs. Since 1947 he has played an important 
role in the European conferences concerned with the 
Marshall Plan and OEEC, and has greatly impressed his 
colleagues by his penetrating analyses of difficult problems. 
Many Swedes consider him to possess the finest brain of 
any of their countrymen. 

There are surprises in store for those who expect the 
replacement of one Scandinavian by another at the head of 
the UN Secretariat to mean no change at all. There could 
hardly be a more striking contrast than that between Dr 
Hammarskjéld and Mr Trygve Lie. The retiring Secretary- 
General was a veteran of Socialist politics, a bluff and 
colourful personality whose tactics were guided by instinct 
as much as by reason. Dr_Hammarskjéld belongs to ‘no 
party and has never fought an election or made a campaign 
speech ; his background is that of a Treasury official. - The 





fact that he is not only Swedish but also unencumbered by 
having taken up a precise political position must have made 
him more acceptable to the Great Powers. In his published 
works he has, however, argued cogently that a democracy 
such as Sweden cannot take up. an ideological middle 
position in a divided world. ‘The Russians, with whom he 
has from time to time had dealings on delicate issues, can 
have few illusions about his malleability—a fact which 
makes their ready acceptance of his nomination all the more 
interesting. 


The Unions and Productivity 


HE British Productivity Council, the TUC and the 
general secretary of the United Society of Boiler- 
makers, Mr Hill, have got themselves into a fine but 
unnecessary tangle over profits, productivity and wages. 
Mr Hill, whose followers have always been piece-workers, 
reminded a conference summoned by the Productivity 
Council that higher productivity was undoubtedly impor- 
tant, but that this fact had to be explained to “ the bloke 
in the shop.” And the bloke in the shop, according to 
Mr Hill, would not co-operate if higher productivity was 
merely going to mean higher profits for employers. Several 
other trade unionists said the same thing, but Mr Hill 
was the only leading member of the TUC who criticised in 
any way the Productivity Council’s activities or methods. 
He thereby drew an official rebuke from the General 
Council ; there followed an explanation by Mr Hill of what 
had happened at the council meeting, a denial by Sir Vincent 
Tewson that Mr Hill’s account had been accurate, and 
a denial by Mr Hill of Sir Vincent’s charges of distortion. 
The last two exchanges were conducted in writing, with 
both parties sending their letters to the press as well as 
to each other. As yet, however, the quarrel has left Mr Hill 
apparently unperturbed at his union’s headquarters in New- 
castle and Sir Vincent Tewson firm, but apparently rather 
confused, in Transport House. 
Unless more is learned about what actually happened 
both: at the conference and at the meeting of the General 
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Council, shee on Salat tic ele ay olan Mr 
Hill has really been disloyal to the General Council or to 
the principles of helping to increase productivity that 
has embraced. The incident is important, however, becau.- 
it shows how unreal a mere endorsement by trade unio, 
leaders of managers’ platitudes about productivity is bound 
to be. In one sense, the need for productivity is old news 
to piece-workers like the boilermakers.. It is disturbiny 
to those, whatever their method of payment, who have becn 
hit by unemployment and who are openly afraid of “ work- 
ing themselves out of a job.” The Productivity Council's 
message—that Britain must produce and export more gooc's 
more cheaply—still needs a lot more explaining than i 
usually gets. In so far as this was Mr Hill’s point, no one 
tried to argue with him at the conference, and no one 
should. 


Caution on Local Government 


> 


UCH as the two political parties shrink from being the 

first to produce legislation reforming local govern- 
ment areas and powers, one or other will have to do \ 
eventually. It will doubtless produce a good deal of trouble 
whatever the merits of the scheme. But the discussion has 
at least been carried a useful stage further by the recom- 
mendations of four of the local authorities’ associations 
county councils, urban : district councils, rural district 
councils and parish councils. These will not, of course, be 
to the liking of the county and municipal boroughs, whose 
views on the expansion of town and city boundaries would 
hardly be met. In general, the latest recommendations 
endorse traditional conceptions, and are indeed) prefaced 
by the exordium that “ the existing framework . . . has 
proved to be not only satisfactory but also so flexible as 
to be capable-of modification and ogee without 0! 
necessity any alteration of structure.” 

From this standpoint, the four associations endorse the 
two-tier system of local authorities in the administrativ. 
counties, with the addition of a third tier—parish counc: 
—in the rural districts. There are no proposals for mergin: 
rural and urban districts, or for other changes that would 
increase the financial powers.of the smaller authoritics 
There is a useful attempt to straighten out the often 
haphazard arrangements about which authority is respon: 
sible for which service. © 

On the major question of boundaries, association: 
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Economic Survey of Europe Since the War - 

400 pages. 25/- (26/1 incl. postage). 

Prepared by the. Secretariat of the U.N. Economic Commission for 
Europe, the current Survey presents a comprehensive appraisal of 
European economic developments and problems since the end of 
World War ll. Among the important subjects covered are: the 
present stagnation of the European economy, problems of economic 
integration, trade with dollar areas, balance of payments difficulties, 
European manpower resources, etc.. Two chapters are devoted to 
the economic policies, achievements and problems of the Eastera 
European countries and the U.S.S.R. 


Demographic Yearbook 1952 

518 pages. 

Paperbound : 45/- (46/5 incl. postage). 
Clothbound : 55/- (56/5 incl. postage). 


Official statistics from the major countries and areas of the world 
on population, births, deaths, marriages, divorces and international 
migration are provided in the Demographic Yearbook 1952. The 
geographic distribution of population is featured in the current 
issue of this Yearbook which contains a special chapter on urban 
trends and characteristics embodying data from the 1950 and 1951 
censuses. 


United Nations Publications are obtainable from 
H.M. Stationery Office, P.O. Box 569, London, S.E.1, 
or through any bookseller. 


FOR. PERFECT PACKAGING 
hand it to 


NEW PUBLICATIONS 


BICYCLES OR BOTTLES, chicks or cathode-ray tubes, we have the right 
answer to every packaging problem. Countless manufacturers in many 
industries know that T & N corrugated fibreboard packaging provides 
their goods with the protection they need and the good appearance they 
deserve. We should be pleased to advise on your packaging problems— 
entirely without obligation, of course. 


THOMPSON & NORRIS 


Head Office & Factory: Great West Road, Brentford, Middx, Telephone: EALing 4555 
Sales Offices and Factories are localised for maximum economic service: 
CORSTORPHINE, EDINBURGH Tel. Edinburgh 67205 | SHIRLEY, BIRMINGHAM Tel. Shirley 1172 
WARRENPOINT, N. IRELAND Tel. W arrenpoint 393 * 


Take advantage of the T & N Advisory Service 
May we help to improve your containers or method of packaging ? 
Our experience and expert knowledge is at your disposal. 








NATIONS 


Statistical Yearbook 1952 

554 pages. 

Paperbound : 45/- (46/5 incl. postage). 
Clothbound : 55/- (56/5 incl. postage). 


The latest available statistical information on world economic and 
social conditions is presented in the United Nations Sraristical 
Yearbook 1952. ‘The tables provide information for a twenty-year 
period so that pre-war, wartime and post-war trends may be easily 
compared. Subjects covered in the Yearbook include: Population, 
Agriculture, Forestry, Fishing, Production, Manufacturing, Mining, 
Construction, Electricity and Gas, Transport, Communications, 
Internal and External Trade, Balance of Payments, Wages and Prices, 
National Income, Finance, Social Statistics, Education and Culture. 







































































A Study of Trade . 
Between Latin America and Europe 
117 pages. 9/- (9/6 incl. postage). 


This is the most comprehensive survey yet made of trade between 
Latin America and Europe. A detailed analysis is provided of the 
course and composition of imports from and exports to Latin 
America and major problems in the further development of trade 
are discussed. Special appendices discuss six major Latin-American 
export commodities (coffee, sugar, cotton, linseed and Jinseed oil, 
wool and meat) and two European export items (textile machinery 
and tractors). 






































































Pioneers of Corrugated Packaging 
* THE THOMPSON & NORRIS MFG. CO. LTD. 





Factory also at Histon, Camis. 
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PARKINSON & COWAN 
(GAS METERS) LTD 


Our Infra-Red Division was started eight years 
ago to give specialist service in the supply of 
Paint Drying Equipment mainly to those en- 
gaged in the manufacture of sheet metal goods. 


It has now been greatly extended in its scope and 
serves a wide range of industry with processes 
as varied as those employed in Fish Curing 
and the Textile Trades. 


We are looking today for new problems to 
solve in drying technique. 


Engineering Division (Dept. E) 
Cottage Lane Works, City Road, London, E.C.1 
Telephone: Clerkenwell 1766 
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REESE SbGiGiGoale 


Throughout the free world 
the firm of Taylor Woodrow Limited and its 
Subsidiary and Associated Companies 


continue building for the future. 





TAYLOR WOODROW 
Building and Civil Engineering 


Contractors 
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THE ECONOMIST, APRIL 4, 1953 





Trying to pass, 
you little superman? 
I’m not a superman—but Daddy is. 


Oh he is, is he? 
Yes—he’s a BP Superman ! 


What’s that ? 











It’s a man who’s kind to his car by 
giving it BP Super—the new super- 
performance petrol. 


What does BP Super do ? 
Daddy says BP Super 

banishes pinking—AND gives _ 
more miles per shilling. 







/ ANGLO-IRANIAN OI COMPANY, LT». 
~ whose world-wide resources are behind it 
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Character versus Brains 


ow to choose the right people for the universities is 

in any circumstances a difficult problem ; it does not 
appear to be made any easier by the Minister of Education’s 
new circular to local authorities. 

The present procedure is that a candidate gets himself 
provisionally accepted by a university and then applies to 
his local authority for an award. Both the place and the 
award are granted on condition that the candidate reaches 
a certain standard in the examinations, which he usually 
takes after these provisional arrangements have been made. 
The required standard laid down by the working party 
on university awards in 1950 was a General Certificate of 
Education in two subjects at advanced (“A”) level. But 
in practice many students have found that a more exacting 
standard is required of them—sometimes by the university 
faculty, sometimes by the local authority, sometimes by 
both. A recent survey by the Incorporated Association of 

eadmasters showed that only three out of 23 authorities 
in two northern counties were content with the two “A” 
passes ; the others all wanted at least three. 

In these days when examinations are regarded as a form 
of cruelty to children, such requirements are thought to 
have an unduly cramping effect on the curriculum. 
Certainly the universities have grounds for complaint if 
the effect is to send them people who have crammed their 
three subjects and know nothing else. It is therefore 
sensible to ask local authorities once again not to insist 
on more than two “A” passes as their minimum require- 
ment. On the other hand, they cannot finance all pupils 
who reach this standard. The Minister says they should 
choose among the qualified candidates by setting up special 
panels to assess their “ personal qualities ” ; county awards 
should be regarded not as prizes for outstanding students 
but as “ assistance for. students of good all-round quality 
for whom it is in the public interest that a university 
education should be provided.” 

But how is the right combination of academic prowess 
and “ personal qualities ” to be judged ? The universities 
themselves should be best qualified to decide. Most of 
them insist on interviewing candidates and take head- 
masters’ reports into account. There seems some danger 
that the local authorities, by applying non-intellectual 
criteria, will only complicate and confuse the choice. If 
that happens the universities have, however, themselves 
to blame, since the Minister’s circular is based on an agreed 
statement by representatives of the universities and local 
authorities, : 


Italy Votes its Bill 


a Emaupr’s signature of the new Italian elec- 
toral bill on Tuesday has greatly reduced the Com- 
munists’ chance of gaining power at the polls on June 7th. 
Knowing this, they have fought the bill tooth and nail at 
every stage. They filibustered for weeks in the Lower Houge 
during the winter ; and it was only at the end of last week, 
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after a long struggle against obstruction culminating in a 
continuous sitting of 77 hours, that the government 
managed to get the bill through the Senate by a snap vote 
which caught the Communists off guard. They were in 
fact so busy fighting and throwing things at the government 
benches that they missed the roll call. This, however, gave 
them an excuse to brand the vote and the passage of the bill 
as invalid. In an attempt to prove this, they called a light- 
ning general strike of protest, but this has been a fiasco, as 
it was opposed by the Socialist and Christian Democrat 
trade unionists. 

There must be genuine doubts about the morality of what 
the government has done. The effect of the bill is to award 
a substantial bonus of seats to the party, or bloc of parties, 
which leads at the polls. This is reckoned to rob the Com- 
munists Of the advantages they gain from proportional 
representation. But in favour of the manceuvre there are 
two things to be said. Under the new bill every party stil! 
stands an equally fair chance of reaching the top of the 
poll and thus gaining the bonus ; indeed an outright Com- 
munist win cannot be entirely discounted, though it is most 
unlikely. Secondly, modern democracy has been forced by 
the Communists’ own tactics to defend itself. Quite apart 
from unscrupulously attempting to hold the country to 
ransom by means of political strikes, their attempt to turn 
parliament into a rough house is aimed at discrediting the 
whole parliamentary system. 
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Naumann Changes Hands 


R ADENAUER has again had the courage and honesty 
D to assure the Christian-Democrat press that the 
British were justified in arresting the Naumann group, and 
that Germans should be grateful to them for taking this 
action. . The Chancellor refuted the assumption that the 
High Commissioner had handed over the arrested men to 
the German authorities because he had insufficient evidence 
to proceed himself against the majority of them. It was 
to be expected that the German popular press would jump 
to just this conclusion, especially as it had spread the report 
that the real reason for the action was that Naumann and 
his associates were business competitors of the British in 
Egypt. Dr Adenauer has proved once more how wrong it 
would be for the British to adjust their policy to wrong 
headed elements in Germany which will always be hostile 
to this country, whatever it does. With the outstandiag 
exception of the Chancellor, the Germans who welcome the 
British exposure of neo-Nazi infiltration into the Free 
Democratic Party and the other right-wing parties are 
silent ; but that does not mean that they do not exist and 
should not be heartened by evidence of British resolution. 

Dr Adenauer broke part of the veil of secrecy that has 
surrounded the investigations. The Naumann circle had, 
he said, received money from British, French and other 
Fascists, and had been in touch with Nazis who had 
emigrated. He mentioned the former SS man, Otto 


Skorzeny, who escaped from an American camp some years 
ago and had been reported to have business interests in 
Spain and Cairo. The Chancellor could not say that there 

t the Naumann circle had also 
stern Germany, but he indicated 
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that this might be assumed. Whatever emerges in this 
connection from the Naumann case, it is an indisputable 
fact that some link with pro-Russian or Communist organ- 
isations in the Soviet Zone is constantly cropping up in 
connection with the activities of former Nazis. Moreover, 
the Fascist international at some points seems to touch the 
Communist international. This is not so surprising as it 
might appear, for both have a common bond in hostility 
to the West. The German neo-Nazi who plays with 
Russian proposals for an armed “ neutral” united Ger- 
many, or who refuses to follow American-sponsored bans 
on trade with the eastern zone, considers himself to be a 
German patriot who is showing “ the Western enemy ” that 
his country will not be bound to American or British 
“ shackles.” This is the type of man against whom Dr 
Adenauer is fighting—the man who thinks that Germany 
needs no friends. 


Party Cell to Prison Cell 


N March 24th the French police arrested a number 
O of Communist trade union leaders and M. André Stl, 
the editor of ’Humanité. A warrant was also issued for the 
arrest of M. Benoit Frachon, general secretary of the Com- 
munist-dominated Confédération Générale du Travail. 
Although a defiant article has appeared over his signature in 
P'Humanité, his whereabouts are still unknown and “it is 
believed that he has either escaped to the Soviet zone of 
Austria or has gone underground in France itself, following 
the example of half a dozen other Communists for whom 
the search has been on for several months. This new 
series of arrests is part of a general effort by the French 
government to break the charmed circle of parliamentary 
immunity within which the Communist leaders have been 
working and to make ciear the clandestine nature of their 
programme. 

It is difficult to see just why the government acted at 
a time when French Communism is involved in a profound 
crisis and when, more than ever, it needs martyrs: By 
removing such men as M. Stil from the party cell to the 
prison cell, moreover, the government may unwittingly 
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help the Communists to allay the keen inner rivalry of 


within the central committee 
of the party. Finally, there is the fact that this move by 
the police coincided with M. Mayer’s departure for \\’ach- 
ington, thereby lending colour to the propaganda argument 
that France’s Ministry of the Interior is run from the 
Pentagon. On the other hand, the government, and par- 
ticularly M. Pleven and M. Brune, may have wished to 
demonstrate once and for all that the Communists were 
no longer a threat to the security of the state and that 
their backbone of militant action was snapped. They were 
proved right: despite a barrage of appeals for work-stop- 
pages and demonstrations, the response throughout France 
was one of apathy tempered by derision. 

This indifference on the part of the working classes and 
the deep malaise which has plagued French Communism 
over the past year, have made the return of Maurice Thorez 
more urgent than ever. His absence from Stalin’s funeral, 
together with numerous reports and rumours of his total 
paralysis or even death, had made it appear as if there 
was no more possibility of his return. Now we are told 
that the latter is only a matter of days. If M. Thorez i: 
able to come home from Moscow, even on a stretcher. the 
Communists may have the messianic symbol which they so 
badly need for the municipal elections in a few wecks. 
The one thing they will not obtain, however, is the sight 
of barricades against the arbitrary actions of the govern- 
ments, and this despite the fact that Paris has so oficn 
thought of early summer as a time for tocsins. 


Economics of Baby-minding 


HERE have been protests in Parliament because sever:! 

local authorities, notably the Kent County Council, have 
closed some or all of their day nurseries. This has also raised 
in its acutest form the problem of what a woman’s work is 
worth inside and outside her home, The cost per head cf 
keeping a child in a day nursery varies from. thirty-five 
shillings a week to five pounds, according to staffing ratios 
and amenities. The average wage of adult working womcs 
is just under four pounds ten shillings a week. As a matter 
of plain arithmetic, this means that the full cost of the 
productive services of a working woman who sends he: 
children to a day nursery may easily be both her actual wage. 
paid by the employer, and an equal amount paid throug) 
the local authority that looks after her children. Wher 
several children must be cared for, the full cost may b« 
several times the value of the produ¢t—a wildly uneconom: 
transaction. Where nursery costs are highest it would pay 
hands down, to give the mother of two or more children he: 
full market wage, plus a substantial bonus, simply to mind 
her own babies at home. That normally gratuitous job turns 
out, when actually priced i in the market, to be more valuabic 
than most other occupations open to those doing it. 

This hard-headed arithmetical conclusion does not trans- 
late easily into practical policy. Not even the wildest 
speculations of welfare Utopians have included a universal 
payment to mothers of the market value of their work 45 
child-minders. There might be a case for making such 
payments, as an alternative to the of day 
nurseries, only to those women ™ would suffer special 
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hardship if they could. not go out to-work—to widowed or 
deserted or unmarried mothers, or to wives of disabled 
husbands. But am economic payment to such people would 
make them better off than many normal wives dependent 
1a a breadwinner’s: earnings. 

The problem must in fact continue to be fudged rather 
han solved. Those authorities whose nursery costs are 
.ighest should emulate those who have kept them down. 
(he Kent scheme of “ minders,” avoiding the capital and 
okeep expense of nurseries, offers an economical substi- 

e. And it is probable that a nursery service run in part 

a frankly commercial proposition, a babies’ club for 
p.ving members, would earn enough from mothers valuing 
a occasional day of liberty to contribute substantially to 
the subsidised service for necessitous wage-earners. Almost 
anything would be better than a policy of first installing 
extravagantly €xpensive nurseries and then, by closing 
hem down, driving their clients abruptly on to national 
assistance. 


Living Costs in Cities 


y yow much more does it cost to ¥ve in New York than 
H in London, in Paris than in Rome ? Such questions 
are of continuous importance to firms and governments with 
representatives in different countries. In order to help other 
employers 0 determine appropriate allowances, the 
Statistical Office Of the United Nations has published the 
results of a study designed to meet its own needs in fixing 
salaries for international staff. 

Living costs in a number of cities have been measured by 
pricing in each over one hundred items representative of the 
goods and services bought by international civil servants ; 
wherever possible, account was taken of the different 
patterns of spending reported by the United Nations staff in 
these cities. On this basis, the level of prices in any one 
city was compared with that in New York. Many of these 
estimates were made twelve months or more ago ; in the 
table, a selection of them has been brought more up to date 
according to movements in the local cost of living indices— 
a rough adjustment, but probably not too wide of the mark 
for this purpose. 


COST OF LIVING FOR SALARY-EARNERS 
(December, 1952; New York City = 100) 





— ; pho canie 
| Food | Housing {Clothing | Totalt 
; ’ 


ee eet 


i 
New Vork City. osteseces 100 100 | 100 


i 

| 100 
Copenhagen vine eaten fs an 65 ss° | 106% | 77 
Genevi.. ./ poe ee | 105 66 101 91 
The Havue.. (2eeeee tae iE. 47 110 72 
Londo 2 > olen at penta en 60 79 94 ; 75 
Mexi It. 5-200 ke Rees oe 87 sae 121 90 
Paris... ..: eee ee 9 100 121 =| 6100 
Rome ... . ies 98 90 82 89 


— 


* At July, 1952°  f Including other items. 
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These figures do mot compare the general level of prices ; 
they r-late only to the expenditure of salaried staff who are 
Mostly neweomers to the area. Rents, for instance, are those 


_ likely to be paid for houses immediately available. The 
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difficulties of obtaining truly. comparable prices on such a 
basis are obvious, and several improvements may be 
expected in the further surveys that are contemplated. But, 
even allowing for their limitations, these estimates show 
clearly enough the wide differences between living costs in 
the big cities, when local prices are converted into dollars 
at the official exchange rates. One feature is striking : 
price incteases of the past few years .have not destroyed 


London’s position as about the cheapest city in the world 
in which to eat. : 


New Tasks for Civil Defence ? 


HE civil defence corps in England and Wales is now 
T over a quarter of a million strong. Recruitment has 
been speeded up by house-to-house canvassing, but the 
most vulnerable areas are still the most thinly manned: 
it is in the country districts where no bombs will fall that 
people are most ready to spend their evenings on civil 
defence. In the eastern and south-western regions there 
are more than nine civil defence workers to every thousand 
of the population, but in London there are fewer than four. 

The apathy of the city dweller can be dispelled only by 
taking the atom bomb out of the realms of unimaginable 
horror and showing it as a measurable disaster. In London 
a series of tactical exercises has been designed to show 
the local authorities the actual problems they would face in 
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an atomic attack ; in July, for example, an imaginary bomb 
will be exploded over the docks. Another injection of 
realism is the film shortly to be released to civil defence 
units all over. the country ; it shows that the area of com- 
plete destruction would be limited and that much damage 
and loss of life could be prevented by prompt action— 
even though there are no shelters. . 

All this, however, is preaching to the converted, for the 
exercises and the film will be seen only by those already 
in training. The unconverted would be less likely to regard 
civil defence as a waste of time if the corps had a peace- 
time function as well. The help given by civil defence 
workers in recent disasters such as the Harrow train crash 


‘ 
: 
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and the east coast floods has prompted the idea that such 
work should be officially included~in their duties. Some 
local units are voluntarily seeking such responsibilities, but 
questions of insurance and compensation for injuries 
received in peacetime emergencies are involved. It is dis- 
appointing that Home Office deliberations on such diffi- 
culties have as yet reached no conclusion. An extension of 
civil defence functions would not only be useful in peace- 
time but would help to bring in the recruits without whom 
enemy bombs would be twice as effective. The legal diffi- 
culties should not be allowed to cause long delay. 


New Bosses in Czechoslovakia 


HE heirs to President Gottwald of Czechoslovakia are 
T clearly determined to make all they can out of their 
dead leader’s popularity, in the belief that a powerful 
Gottwald myth will prove the best foundation for their 
own pretensions. “The people regard every Communist 
as an embodiment of a particle of Comrade Gottwald ”— 
this phrase from Rude Pravo is only one example of the 
eulogistic, not to say mystical, heights reached by comment 
on the dead president ; and it was not for nothing that 
the same newspaper spoke of “our mighty Lenin-Stalin- 
Gottwald Party.” 

It is unlikely that the changes in the Czechoslovak 
government will increase the stability of the Communist 
regime. Mr Zapotocky, the former premier, is the new 
president ; but, in spite of the many tributes to the “ closest 
collaborator of Comrade Gottwald,” it is plain that he will 
not be able—or will not be allowed—to turn the office 
into the dominating role that Gottwald made of it. Mr 
Nejedly, the aged vice-premier, who may himself have 
aspired to be president, has described the situation with 
brutal frankness; “Gottwald cannot be _ replaced ; 
Zapotocky cannot become a second Gottwald. This is 
why he is not alone.” 





CHANGES IN EMPLOYMENT 
in GREAT BRITAIN 
INCREASES OR DECREASES SINCE JUNE 1951 


ENGINEERING 


lEngineering, 
Shipbuiiding, 

Electrical goods, === 
Vehicles, instru— 


a 
ments and othe 
CONSUMER 600DS > a r 


(Textiles and Clothing, 
Food, Drink ond \ 
Tobacco, Leather, \ 
Timber: and Paper \ 
Goods, Printing) \ 








PAPE To ha NG Cay, SOE 7 Caen, 


4 THE ECONOMIST, APRIL 4, 1953 
In party affairs the new president will be checked by 
Mr Novotny, who has risen rapidly in recent years under 
Gottwald’s auspices, and has now been entrusted, in rather 
vague terms, with the direction of the central committee 
of the Communist party. In affairs of state Mr Zapotocky 
must reckon with the new premier, Mr Siroky, a veteran 
Slovak Communist and former vice-premier. His influence 
will largely depend on’his relations with the vice-premicrs 
composing the government praesidium, or inner cabinet, 
set up last January by Gottwald in order to concentrate—on 
the Moscow model—the regime’s administrative contro). 
Neither president nor premier is likely to have an casy 
passage with the praesidium’s two most powerful and 
ambitious members; Gottwald’s son-in-law and the 
Minister of Defence, Dr Cepicka, and the Minister of 
National Security, General Bacilek. It was these two who 
accompanied Gottwald to Moscow for Stalin’s funeral. 


Turkey’s Trade Troubles 


[' is an unfortunate paradox that Turkey’s trade difficul- 
ties have been aggravated by the energy and initiative 
it has shown in modernising and developing its economy, 
especially its agriculture,.and the success which has attended 
its efforts. For the first time the Turks have a large grain 
surplus on their hands, in addition to considerable quantities 
of cotton and dried fruit; but the,heavy imports of 
machinery which have made possible the development of 
agriculture (as well as of industry) have played a large part 
in upsetting their trade accounts and they have not been able 
to redress the balance by selling their agricultural surpluses. 
This is particularly the case with Britain. Whereas in 1950 
the Turks had a visible trade surplus with this country of 
£2,500,000, in 1951 they found themselves with a deficit 
of £14,625,000, and last year this soared to £26,125,000. 

This yawning deficit, largely due to heavy imports of 
machinery, has been troubling the Turks for some time. 
Last week a somewhat critical speech by the secretary of 
the British Chamber of Commerce in Istanbul led the 
Minister of Commerce to threaten discriminatory measures 
against British imports. He argued that other European 
importers of Turkish grain, cotton and dried fruits did not. 
as did the British, complain of their price or quality, and 
suggested that Britain was interested in buying only from 
the countries in which it was anxious to sell. 


* 


These trade difficulties should not be allowed to impair 
the friendly relations between the two countries ; and it 
cannot be too strongly stressed that no official policy is 
responsible for the failure to find markets in this country. 
Private importers agree with Government buyers that the 
fault lies in the price and quality of Turkish goods ; and 
since a large part of British trade with Turkey is in 
private hands, the ability of the Government to help is 
limited. But it could make a renewed effort to reach agree- 
ment on the purchase of Turkish coarse grain ; and the 
Turkish Government, which has been enforcing since last 
autumn a stringent general restriction of imports because of 
its difficulties with EPU, could refrain from carrying out its 
threats of discrimination. ae 
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Mao’s Good Bargain 


HE terths of the economic agreement signed last week in 

Moscow between China and the Soviet Union must 
have been greatly influenced by the growth in Mao’s stature 
following Stalin’s death.. The new agreement is additional 
to the vague economic pact signed between the two countries 
in September of last year. Chinese delegates had remained 
since then in. Moscow, bargaining hard for Russia’s aid, but 
the deal was clinched almost immediately after Stalin’s 
departure. The protocol itself does not show explicitly 
Russia’s concessions since, like its predecessors, it does not 
state the volume and the value of goods exchanged. Yet 
China’s gain is revealed by the emphasis in the communiqué 
on Russian supplies of equipment for China’s industrialisa- 
tion. 

Hitherto there has been very little evidence that any 
substantial part of the apparently generous economic aid 
promised to China in the Sino-Soviet pact of 1950 has in 
fact been delivered. Indeed, Soviet propaganda has been at 
pains to prove that its chief contribution to Chinese develop- 
ment should be through the sending of experts and tech- 
nicians. We-must teach the Chinese, it argued, to produce 
their own machinery. Now Russia binds itself to provide 
equipment for China’s metallurgical, mining, machine con- 
struction, chemical and electrical industries. Another 
protocol provides for Soviet assistance in the electrification 
drive. China, in exchange, will provide Russia with more 
of its traditional exports, such as non-ferrous metals, food- 
stuffs, wool, jute and raw silk. 

The Chinese are earnest about their Five Year Plan of 
industrial development. In the greatly increased budget 
for this year published recently some 45 per cent of total 
expenditure is earmarked for “ national construction ” and 
over one-quarter just for industry and transport. China, 
however, has not-a sufficiently strong basic industry to carry 
out its own industrialisation rapidly. To quicken the pace 
it needs Soviet equipment as well as the experts. Hitherto 
the Soviet bloc was begrudging its scarce machinery to its 
economically most backward partner. Now, in times of 
stress, Moscow seems to be willing to pay this price to keep 
the ties with Peking as close as possible. 


Needling Nato 


URD MONTGOMERY does well.to continue his needling 
L of Nato, which is of course only a prodding of the 
governments which neglect the nascent Atlantic com- 
munity. But it is curious that he should. have insisted 
so much, in a speech this week, on a centralised political 
authority under which he.and his superior officer, General 
Ridgway, could work. Such an authority exists in the 
Atlantic Council, but it is doubtful whether the generals 
would take too kindly a masterful exercise of its powers. 
Last year there was talk of the Council instructing the 
Supreme Commander to restrain his officers—notably 
General Juin—from making political speeches. But they 
continue to do so. For Lord Montgomery there is this 
io be said, that his comments are always designed to 
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disturb complacency and to remind people of the nature 
of the cold war. ~ 

The trouble is that no member of the Atlantic Council 
in permanent session, except Lord Ismay, is sufficiently 
well known to get Nato into the headlines with a speech. 
So long as the deputies to the Atlantic Ministers are perma- 
nent officials, however efficient, the Atlantic Council will 
lack character and power. President Eisenhower, a former 
Supreme Commender himself, must know this well ; and 
it is disappointing that he has not yet found time to put 
in the word for Nato that everyone has expected. The 
explanation is, doubtless, that he has been too busy ; but 
it can be fairly argued that the deliberate building up of 
the Atlantic group in its political and economic functions 
would be the best contribution to political warfare that 
Washington could make. With the Council’s next meeting 
only three weeks off, it is to be hoped that thought is being 
given to this not only in Washington and London, but also 
in Ottawa, which has shown leadership in the past in this 
respect. 














































Who Shall Educate Them ? 


Every one is aware that there are many candidates for 
the honour of directing the-education of the people. The 
Church claims it ; the Dissenters claim a large share of 
it ; the gentlemen who profess the doctrines of the Man- 
chester system claim it; the journals claim, and, in a 
great measure, actually direct a most important part of 
the public education ; masters and workmen claim it for 
their apprentices and. their assisting boys; and mothers 
very generally claim it, to a very considerable extent, 
for their offsprings. For the great mass of the lower 
classes, who are themselves too much engaged in toil and 
too ignorant to give instruction, except in their own most 
useful labours, it has for some time been expected that 
the State should, in some way or other, provide educa~ . 
tion. . . ..As the State formerly undertook to regulate 
trade’ and to increase the national wealth—as it .at all 
times undertakes to repress and punish crimes, it is 
generally concluded that it is bound to teach youth how 
to avoid being criminal, to acquire habits of industry, and 
to perform all the duties of men in society. Our infants 
are said, in our popular poetry and our popular prose, 
to be given up to misery and crime, because it is not yet 
decided who shall educate them and what education shall 
be given them. “ Who bids,” says Mr. Charles Mackay— 

“Who bids for the: little children— 

Body and soul and. brain ? 
Who bids for the little children— 

Young and without a stain ? 4) 
Will no one bid,” said England, 

“For their souls so a and white, 
And fit for all good or evi 

The world on their page may write?” 
“We bid,” said Pest and Famine, 

“We bid for life and limb; 
Fever and pain and squalor 

Their. bright. young eyes shall dim. 
When the children grow too many, 

We'll nurse them as our own, 
And hide them in secret. places, 

Where none may hear their moan.”. . . 

From the contests between sects, education has been 
so delayed, so confused, and perhaps perverted, that by 
common consent—we may say even by urgent general 
demands— the time has come when the State must deal 
largely and liberally with the subject, or be prepared to 
make default, and acknowledge that it is incompetent to 
fill the duties generally required of it. 
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Letters to the Editor 





Australia 


Sm—I have read with a good deal of 
interest the supplement on Australia in 
your issue of March 7th. There is, 
however, one serious error to which I 
should like to draw your attention, as it 
concerns the production of wool, Aus- 
tralia’s most important primary product. 
In the first line of Table III on page 
686, the figures for wool production do 
not refer to the wool clip, but “ factory ” 
output of scoured and carbonised wool 
from Australian establishments. The 
official figures for the total raw wool 
production (in million Ib. greasy equiva- 
lent) are as follows :— 


1938-39 984 m. Ib. 
1948-49 1,030 » 
1949-50 Lti6: 5. 
1950-ST 1,092 5 
1951-52 (a) 1,0$2 ,, 


(a) Subject to révision. 

The most recent official estimate for 
19§2-53 is 1,175 million lb. greasy; if 
this estimate is realised, and there are 
already signs that it may indeed be ex- 
ceeded, it will be a record clip. I draw 
your attention to this very necessary 
correction, because of the extreme im- 
portance of wool to the Australian 
economy, and also because the correct 
figures give a rather different impression 
of the trend in primary production from 
the ones you have used. 

Attention might also be drawn to an 
obvious error in Table I on page 685, 
where the figure of 1,200 million Ib. is 
quoted as the increase in wool produc- 
tion aimed at over the mext § years; 
actually 1,200 milliom Ib. is the target 
figure of total production. It will be 
seen that good seasorial conditions have 
already brought the 1952-53 clip close 
to this target.—Yours faithfully, 

R. B.. McMILLAN 
Bureau of Agricultural Economics, 
Melbourne 


* 


Sim—The wool growing industry is cer- 
tainly a “major export industry ”— 
indeed it is more important for Australia 
than all others taken together—but it 
is not one of which you are entitled to 
say that “ high prices masked a consider- 
able fall in production” (p. 689). The 
gnly year for which your statement 
has a semblance of truth is 1951-52, in 
which production was adversely affected 
by drought. This factor is entirely 
neglected in your discussion of Austra- 
lian primary production in general, and 
you allow yourself to draw pessimistic 
conclusions on. the: basis of a single 
abnormal year. The ‘current season 
shows considerable recovery in wheat, 
meat and dairy products as well as wool. 


The wool scouring industry should 
properly have been included among the 
“ selected secondary industries” in your 
Table IV. So, t00, should a number of 
other industries which have also had a 
chequered postwar record, ¢.g., ladies’ 
and children’s hosiery, woollen and 
worsted yarn, slipper making and choco- 
late manufacture. Had such industries 
been included, your table would not have 
shown the uniform pattern of secondary 
industrial expansion which you claim 
exists. 

Finally, it should be observed that the 
results of disinflation in Australia are 
only now becoming clear and adequate 
statistics thereon will only become avail- 
able later this year. Your conclusion that 
the results for last year were “ startlingly 
different” from those that appeared in 
Canada (p. 613) is, therefore, somewhat 
beside the point and seems to be based 
mainly on statistics for the 12 months 
ended June, 1952.—Yours faithfully, 

WiLFreD PREST 


University of Melbourne 


* 


Sir—Your supplement of March 7th 
seemed to neglect a most important 
factor. The conditions existed in Aus- 


_ tralia which of themselves would have 


led to rapid industrialisation without 
governmental encouragement, 

It is true that as a result of the ’30s 
Australia was apprehensive. about the 
long term prices of primary products, 
and consequently readily sought and 
agreed to international and bilateral 
agreements on quantities and prices. As 
it turned out, thé prices obtained under 
these agreements (which, with the 
notable exception of wool, covered the 
principal Australian exports) were much 
less than those prices whith could have 
been obtained on the open market. On 
the other hand, imports were the sub- 
ject of no such agreements. It was found 
that a wide range of goods could be 
manufactured more cheaply than they 
could be imported. In many cases, in 
the immediate postwar period, due to 
the low priority accorded the Australian 
market by U.K. and. other manufac- 
turers, goods were just not available to 
the Australian consumer. Hence, high 
profits awaited the Australian producer, 
especially in those industries that could 
be quickly established. Except in wool, 


it became profitable to switch resources _ 


from primary production to secondary 
industry and it would indeed have been 
surprising if the trends against which 
your strictures are directed had not 
emerged. 


It is agreed that a sector of Australian 


industry is “ uneconomic,” but what is. 


the size of this sector? Does it represent 
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anytning more than marginal industry 
which it is difficult, if not impossible, 
to avoid in a period of rapid expansion ? 
The problem of the marginal firm «od 
industry is not peculiar to Australia, nor 
does it seem to be more ificant in 
the Australian economy than elsewhere. 
It is generally agreed that in an 
economy such as Australia’s, high st.n- 
ductivity. Your implication had. 
ductivity our implication been 
that. productivity. m Australia \.5 
wrongly directed and was not high. Xe 
no attempt was made to explain or ¢\ 
suggest how the admitted high divi e 
standards, together with a high level of 


saving, were being maimtained.—Y ovr 
faithfully, 
Geneva L. K. Cariviz 


* 


The Roots of Mau Mau 


Smr—May I call your attention to an 
error of fact in the article headed “ ‘The 
Roots of Mau Man” on le 790 of your 
issue of March 21st ? You say: 
“The wi areas of disturbance, 
which. is costing £250,000 a 


day..." ; 

At the last session of the Legislative 
SO eee eee was 
costing between £200,000 and {£250,000 
a month.—Yours faithfully, « 

E. A. Vasey 


Farm Policy in the Making 


Sir—The article in your issue of March 
28th shows a lack of appreciation of the 
present structure of the. egg producing 
— y. The young hen, or pullct, 

ying about the beginning of 
Scout and during 12 months lay; 
about 180 eggs. At the new floor price 
of 4s. per dozen the annual income pc! 
hen is, therefore, guaranteed at 60s. 
Under the new food prices her food wii! 
cost about 45s. per annum, or 3s. 9d. per 
month. Of the 180 ‘about 100 wil! 
be laid by the end of February, but these 
100 eggs will have yielded two thirds o! 
the total annual income, while the hen 


will have consumed only half of her 


annual food. During the remaining 6 
months from the beginning of March to 

the hen’s food con- 
“half the annual tota! 
but her egg production will be only one 
third of eo ee cash tofal. Tn addi- 


Lorene ota Ratios: “There. 
fore it is touch and go whether it is 
worth the egg producer’s while to pro- 
duce _at all once the price per egy 
falls about 4d. 1% eviews trom 
this “that the of floor price you 
ssdigttt ti candies cane soa it 
reality. ae peor can no more 
work at a loss than anyone else, and 
most of the hens would be dead long 
before your “ reasonable ” or three 
aw atiae at eu The Government is 
not quite so foolish as you appear to 
suggest.— — 

ER CHAPMAN 
Bettws, 


a i: 
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Books & Publications 


Comrades in Conspiracy 


EUROPEAN COMMUNISM. 
By Franz Borkenau. 
Faber. 564 pages. 42s. 


HE secret of Communist success in 

Europe has lain in the expertness 
of the Party’s tactics and organisation. 
“It is the immermost meaning of 
Leninism-Stalinism,” says Mr Borkenau 
“to segregate a small élite from the 
masses. This élite alone knows the real 
meaning of the whole movement, and 
in consequence the real meaning of its 
tactical moves.” Communism would be 
finished if its exponents could be pre- 
vented from eo secret con- 
spiracy and fo to use ordinary 
democratic methods. Then their means 
could be measured against their ends 
and would be rejected by every humane 
and rational person. That may well be 
true, coming from an ex-Communist 
who has specialised in the study of party 
conspiracy ; and what this book does is 
to provide evidence, stretching back to 
1919, of the unscrupulous opportunism 
with which Stalin and his foreign dis- 
ciples have manipulated the political 
movements of the working class and the 
loyalties of the intelligentsia. 

The story is of incredible deviousness 
and intricacy; it should cause great 
discomfiture to all comrades now pre- 
paring for Malenkovism. It falls into 
four parts. First Mr Borkenau studies 
the origins of the Comintern, cul- 
minating in the utter failure of the 
German Communists in 1933. Then he 
analyses the strange story of the Popular 
Front against Fascism, with France 
emerging as the great hope of inter- 
national Communism. Then come the 
ups and downs of the Party line, first 
for and then against Hitler, culminating 
in the effort to seize power in Western 
Europe after D-day. Finally, the nar- 
rative comes to the recent past: the 
crisis of liberation, the founding of the 
Cominform, the establishment of the 
“popular democracies” and the de- 
cisive alignment with the West of Tito 
—a rebel, in Mr Borkenau’s view, of 
the left not of the right, an ally of 
Zhdanov’s in the protest against Stalin’s 
caution and dread of war. All members 
f the Labour Party who feel some 
elective affinity with President Tito’s 
brand of “ Socialism” should study this 
last section. 

It is the thesis of this deeply inter- 
esting and valuable book that in Com- 
munist affairs “the intra-party organisa- 
(ion must invariably be studied first, and 
policy. must be treated as its conse- 
juence.” And there are other argu- 
ments advanced by the author which 
will help in the interpretation of the 





post-Stalin developments in Russia. By 
studying the reasons for Zhdanov’s 
failure—the Berlin blockade marked the 
end of his aggressive policy—it is possible 
to see further into the mind of his great 
rival, Malenkov. Russia cannot and will 
not risk world war for some time to 
come, and will try to split the West by 
manceuvring the United States into 
aggressive postures. The order has gone 
out to return to the tactics of the united 
front, even if that means—as it did in the 
late ’thirties—collaboration with the 
European Right. The crisis in the 
French Communist party now suggests 
that Mr Borkenau is right. 

To many readers who have not seen 
the work of Rossi, Woodhouse and 
others the account given of Communist 
wartime activity in Greece and in France 
—the best chapters in the book—will 
come as a disturbing revelation. How 
right was General de Gaulle in 1944-45 
and how right was Mr Churchill when 
he backed the Greek monarchists as the 
only basis for a mass Movement against 
ELAS. And, if Borkenau is correct in 
his analysis, Stalin had already decided 
in 1936—not 1938—that France was no 
reliable ally and that a deal must be 
made with Hitler. 

The obvious criticism to make of his 
whole approach to his subject is that he 
is obsessed with the conspiratorial <spect 
of Communism and Russian foreign 
policy and therefore over-simplifies the 
pattern of events. But that in itself is 
valuable, for the most familiar error of 
judgment about Russian behaviour is to 
assume that the men in the Kremlin 
think, plan and act as we do. For those 
who are prepared to concentrate, if only 
on portions of Mr Borkenau’s story, here 
is the cure. He has done the free world 
a great and well-timed service. 


Cold Comfort Farm 


PROPHECY OF FAMINE 
By H. J. Massingham and Edward Hyams. 
Thames and Hudson, 192 pages. 12s. 6d. 


OR some unidentifiable but ob- 
viously _ compelling reason, the 
straightforward technical question of the 
future terms of trade between primary 
and secondary products has an extra- 
ordinary power to make people lose their 
sense of proportion and their tempers. 
“ Prophecy of Famine” is a ripe example 
of this process. “The authors (Mr Mas- 
singham died before the book was com- 
pleted) begin by restating, as fact, quite 
uncritically, the very blackest Malthusian 
hypothesis. Famine does not merely 
loom a generation or two ahead, it will 
be on us at-any moment; by the [960s 





the majority of British children may 
have “ the aged, haggard faces of the old 
and the swollen bellies of starvation.” 
We face not only the world shortage of 
food but the fact—again uncritically and 
dogmatically stated—that no one wants 
om any terms what we can give in ex- 
change for such food as is going. [Ir is 
not merely that they want coal rather 
than cotton goods, or that our prices and 
delivery dates are insufficiently artrac- 
tive, or that in general the changing 
pattern of world production demands of 
us more technical and commercial live- 
liness than we now exhibit. It is simply 
and flatly that nothing we produce is, or 
ever will be again, wanted in sufficient 
quantities to buy our food. Our trade is 
conducted partly.as a sort of cold Opium 
War (that goes for the “backward 
countries ” of the Empire) and partly as 
a cap-in-hand, matches-in-the-gutter 
beggary (that goes for the Americas.) 
Présently the exploited Empire will re- 
volt, the Americans will get tired of us, 
and then.... Anyway, reliance on inter- 
national trade is folly in a war-threatened 
world. How much better, one is led to 
suppose, Britain could have stood up to 
Hitler had it been a larger Denmark. 


The moral is, of course, that Britain 
should become as self-supporting as is 
physically possible as fast as is physically 
possible, with no pernicious nonsense 
about this or that form of food produc- 
tion being “ uneconomic.” Home grown 
food is worth what it costs, whatever 
that may be. This frequently repeated 
aphorism means, if it means anything, 
that the most brilliant aeronautical 


, engineer, or chemist, or for that matter 


violinist, would be better employed 
digging potatoes, and that the City of 
London should be laid out in allotments. 
In fact the authors envisage nothing of 
the kind ; but that is where their logic 
leads them. Once the absolute priority 
of food production is qualified, one is 
back in the realm of economics, of mar- 
ginal calculations, of the little less and 
the little more; one is asking the for-~ 
bidden question, “Does it pay?” The 
scale and data of calculation may be 
altered, but the economist has returned. 
The villain of the piece is not so easy to 
expel. 

It is all really rather a pity. There are 
powerful rezsons for believing that the 
terms of trade will indeed move further 
against the factory and in favour of the 
farm. There is a corresponding need for 
a realistically higher valuation on the 
food-producer’s activities and for its 
effective translation into practical policy. 
And despite all exaggerations and 
irrationalities, the late Mr Massingham’s 


‘vision of a partnership between man and 


nature, of husbandry rather than exploi- 
tation, of reverence for the soil and its 
vital processes, of the integration of 
work and life, deserves a _ better 
summing-up than “muck and mystic- 
ism.” Urban intellectuals do well to 
remember the myth of Anteus. The 
common ground exists for a rational 
debate in which ecologists as well as 
economists, historians and philosophers 
as well as chemists, have a contribution 
to make. But no rational debate can be 
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conducted in terms of dogmatic moral 
Superiority, bad history, worse politics, 
and no economics at all. 


Cobden in America 


THE AMERICAN DIARIES OF 
RICHARD COBDEN. 

Edited by Elizabeth’ Cawley. 

Princeton University Press. (London: 


Geoffrey Cumberlege.) 233 pages. 25s. 
HEN one considers how great an 
influence the United States had 
on the thinking of Richard Cobden it is 
rather surprising—though of a piece 
with British ~ historians’ neglect of 
Victoriana—that his American diaries 
should have gone so long unpublished. 
This oversight has now been amended 
in this elegant, expensive and carefully 
(though not impeccably) edited volume. 
The first of the diaries, that which 
Cobden kept on his 1835 trip, was 
extensively quoted in Morley’s “ Life” 
(though the editor makes no allusion to 
the fact) ; the second relates to his 1859 
visit and was ignored by Morley. The 
first is full of the romantic excitement 
of a young radical viewing, as it were, 
the site of his New Jerusalem, “ the soil 
on which, I fondly hope, will be realised 
some of those dreams of human exalta- 
tion, if not of perfection, with which I 
love to console myself.” His pages are 
full of prophecies—“ What beauties will 
this imner bay of New York present 
centuries hence,” “ Here {the Mississippi 
Valley] will one day be the headquarters 
of agricultural and manufacturing 
industry, here will one day centre the 


civilisation, the wealth, the power of the ° 


entire world.” Nature, even more than 
man, excites his enthusiasm—Niagara, 
still innocent of industry, electrical or 
tourist ; the Hudson Valley, as unspoilt 
as in one of Thomas Cole’s landscapes. 
But, of course, to the seeker after 
improvement there are other spots to be 
visited—Auburn for the model prison, 
Lowell for the model mills, a New York 
public school “ pregnant with hopes of 
the exaltation of the character of future 
generations.” 

By the time Cobden returns for his 
second visit, he has become a world 
figure. The diary is full of engagements 
—“breakfasted with the President ”"— 
and catalogues of eminent citizens met 
and consulted. There are more figures 
about the value of real estate and fewer 
raptures and thrills. Niagara is sur- 
rounded with “Inns, houses, railways 
and bridges.” But it is still “a spectacle 
suggestive of ideas of eternity and omni- 
potence,” and although the main object 
of the journey is to rescue the Illinois 
Central Railroad from bankruptcy, its 
principal British shareholder still has a 
zest for exploring educational establish- 
ments and going to hear Henry Ward 
Beecher being “affectedly unaffected ” 
in his New York church. The whole is 
alive with the keen observation of a 
critical but sympathetic traveller, singu- 
larly free ffom parti pris, vividly and 
crisply described. How many contem- 
porary travellers’ diaries will read as 
well in 2053 ? 


Taxes and Risks in Canada 


THE. TAXATION OF CORPORATE 
INCOME IN CANADA. 

By J. Richards Petrie. 

University of Toronto Press (London: 
Geoffrey Gumberlege). 380 pages. £2 15s. 


"THIS book discusses comprehensively 
and authoritatively the taxation of 
corporate income in Canada; it also 
pleads for the abolition of double taxa- 
tion by the integration of the corpora- 
tion income tax with the personal 
income tax. There are two taxes levied 
on corporation income in Canada. 
Federal and provincial governments levy 
income tax on profits. The Federal 
government levies a further tax on the 
samé income—in effect, a tax on distri- 
buted profits—through the pérsonal 
income tax paid by recipients. Dr Petrie 
argues that the best way to avoid this 
double taxation, which he thinks is un- 
just, is the “ dividends-paid credit plan.” 
This would make the corporate imcome 
tax a tax on undistributed profits. The 
great difficulty of such a plan would be 
that dividends paid to foreign investors 
would be tapped only by the 15 per 
cent withholding tax, rather than by the 
personal income tax. ' 

Dr Petrie complains that Canadian 
tax practice has encouraged saving by 
corporations and helped to reduce the 
supply of risk capital. At the same time 
it has made loan finance more attractive 
to corporations than equity finance. All 
this tends to discourage new and small 
enterprises. This is a serious charge 
against the tax structure of a country 
which must rely on private enterprise 
to explore and exploit new resources 
and build new factories. But it is diffi- 
cult to avoid the conclusion that at 
present rates of tax in Canada the tax 
structure is not a serious hindrance to 
economic expansion, despite the short- 
age of risk capital. 

The author is critical of recent Cana- 
dian experiments with deferred depre- 
ciation allowances “ and other gratuitous 
departures from accepted accounting 
practice.” Indeed he is convinced that, 
except in wartime, the corporation tax is 
not a good instrument of fiscal control. 
The Korean War, which broke out just 
as he was finishing the draft of this 
study, seems to have forced a partial 
modification of his conviction that taxa- 
tion should be “for revenue only.” 
This gives the book a tone of uncer- 
tainty, for this problem is nowhere 
examined at length. He is impatient, 
too, with the continued existence of 
provincial corporation income taxes. 
But a great deal has been done to create 
order out of the jungle of competing 
tax jurisdictions. There has been a 
considerable improvement since the 
Sirois Report in 1940, which noted that 
some corporations paid more for advice 
in making out their numerous tax 
returns than they paid in tax. 

These, however, are minor criticisms 
of an important and readable study 
which should become the standard work 
on- the subject. It will interest any 
student of taxing practice and any 
business man who plans to set -up a 
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company in Canada. The former wil] 
find the bibliography particularly use!) 
The Canadian Tax Foundation, which 
sponsored this study, is to be congraty- 
lated in making publication possible. 


An Old German Dream 


THE SHADOW OF STALINGRAD 
By Graf Heinrich von Einsiedeél. 
Allan Wingate. 254 pages. 15s. 


RAF VON EINSIEDEL, a great- 

grandson of Bismarck, was a 
German fighter pilot in the Stalingrad 
pocket when he was captured by the 
Russians. He was as innocent of 
political thought as a new-born babe. 
‘and naivety is a strongly marked 
characteristic of his narrative through- 
out. Its interest lies in the lighi it 
throws on German-Russian relations in 
the past ten years. 

After his capture, Ejinsiede] was 
recruited for the Free German Move- 
ment which the Russians were active in 
establishing; according to his own 
account, he became a convert to Com- 
munism. The grounds of his conver- 
sion are interesting: the attraction of a 
dogmatic and totalitarian system of ideas 
combined with the reflection that it was 
only by alliance with Soviet Russia that 
Germany could rise to power again. This 
up-to-date version of the “ National 
Bolshevism ” with which Reventlow and 
the German Right flirted briefly in the 
early 1920s chimed in well with the 
young Count’s insistence that his great- 
grandfather had always believed in 
alliance with Russia as the basis of 
German policy. 

The politics of the German National 
Committee, or, to be more precise, the 
scramble for privileges and power, form 
the most substantial part of the book. 
It is a squalid story, equally revealing 
for the picture it draws of the methods 
of propaganda, corruption and intimida- 
tion used by the Russians and for the 
reaction of the Germans, who ranged 
from generals like Paulus and Seydlitz 
to Communist exiles like. Pieck, long 
resident in Moscow. The generals come 
out of it badly: their behaviour in 
captivity was as contemptible as their 
failure to stand up to Hitler. 

The Russians never made up their 
minds what they wanted to do with the 
National Committee and it was 
disbanded soon after the end of the war. 
In 1947, Einsi was sent back to 
Germany and worked for a German 
Communist newspaper in Berlin. His 
= of the relations between the 

of the satellite regime and their 
Russian masters, a study in the pitfalls 
of political opportunism, leads into an 
account of his own disillusionment with 
Communism. ‘The conclusion is well- 
stated, if a little glib, but it is not neces- 
sary to believe all an author says in order 
to recognise the interest of his book. In 
this case it lies not only in the unusual 
story he has to tell but in the many 
unconscious sidelights he sheds on the 
attitude of, those Germans who, like 
himself, have attempted to realise the 
old d of i co- 
operation. 
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American Survey 






AMERICAN SURVEY is prepared partly in 
the United States, partly in. London. 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 


the editorial staff in London, 


The State of State 


Washington, D.C. 

N March 13, 1952, Mr George Kennan, after being 
QO nominated by President Truman as Ambassador to 
the Soviet Union, was confirmed by the Senate without 
debate or opposition. On March 27, 1953, Mr Charles 
Bohlen, nominated by President Eisenhower for the same 
post, was confirmed by the Senate after three long days 
of acrimonious debate by a vote of 74 to 13. From these 
facts it would be logical to deduce that Mr Truman was 
more firmly in the saddle in the closing months of his 
Administration than his successor is after only nine weeks 
in office, or that Mr Dulles is already less trusted by the 
Republicans than Mr Acheson ever was. Equally, it might 
be supposed that Mr Bohlen, who was present at Yalta, 
is inherently a more controversial figure than Mr Kennan, 
the author of the “containment” policy, against which 
much of the Republican campaign of last autumn was 
directed. None of these deductions, of course, would 
be true. 

The explanation of last week’s painful spectacle in the 
United States Senate is more complicated. A year ago the 
McCarthy clique cared little who represented the Demo- 
crats in Moscow for the next twelve months, and Mr Arthur 
Bliss Lane, the American Ambassador in Poland from 1945 
to 1947, who is becoming more and more prominent in the 
speeches of the super-patriots, had not yet sold Mr Dulles 
the “liberation” policy which was used to belabour Mr 
Kennan. Finally, the “ little group of wilful men,” having 
lost their principal target, Mr Acheson, have turned their 
fire on “ Acheson’s lieutenants,” those members of the 
Foreign Service who were in positions of trust during the 
war and the postwar years. 


* 


The American Foreign Service has always worked under 
extreme difficulties and looked forward to few rewards. 
[ts members always knew that both the important diplomatic 
positions and the desirable, but unimportant, ones would 
go to the politically faithful and that their role would too 
often be the thankless one of trying, from subordinate 
positions, to prevent international illiterates from making 
major blunders, In their declining years they might find 
themselves, if they were lucky, as Ministers in some capital 
with an unpleasant climate. Under the circumstances, the 
United States got more devoted service and more efficient 
work from: its diplomats than it deserved. It was not until 
Mr Hoover was President that, for the first time, as many as 


*, 


half of the Heads of Missions were career men, and even 
then few important countries were among that half. Under 
Mr Roosevelt the proportion reached 70 per cent and it 
is not expected to slip below 60 per cent in this Adminis- 
tration. 

Over the last thirty years there grew up, within the 
service, two small groups of specialists who became the 
particular pride of the service as a whole. The members of 
one of these groups became expert in Chinese and those 
of the other in Russian and, as they developed experience 
and attained seniority, the Foreign Service began to feel 
that, in two fields at least, it could meet the diplomats of 
other countries on equal terms. Since 1948 the experts 
on China have been scattered by Messrs McCarthy and 
McCarran. One, Mr John Service, has been dismissed ; 
two others, Mr John Carter Vincent and Mr Edmund 
Clubb, have had to resign ; a fourth, Mr John Davies, has 
been in constant jeopardy for some years and can no longer 
be used in the area where his knowledge would be most 
valuable. 

Now it is the turn of the Russian experts to be attacked. 
Mr Kennan is not, it seems, to be re-employed and will 
therefore be automatically retired. Thirteen members of 
the Senate have voted against Mr Bohlen as a bad security 
risk and a number of others made it clear that they did 
not like the appointment and approved him only because 
they did not want to oppose the President. Another 
member of the Russian group, Mr Bohlen’s brother-in-law, 
Mr Charles Thayer, resigned rather than face another bout 
of questioning and investigation. It is not surprising that 
the morale of the State Department has suffered under 
these blows and that it feels that the traditions it has 
developed in the face of great difficulties are in danger of 
being destroyed for the momentary advantage of a handful 
of ambitious and unscrupulous Senators. Will any Adminis- 
tration be willing to face another struggle like last week’s 
to get confirmation of the best man for the job or will it 
tend in future to choose somebody politically unexception- 
able—which means, with Yalta for ever on the horizon, 
somebody with a record of ignorance ? 


* 


As far as his actual policies are concerned, Mr Dulles 
seems to have recovered from the bout of dangerous 
announcements and pronouncements with which he began 
his career as Secretary of State. Both Mr Eden a month 
ago and M. Bidault last week were able to breathe more 
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easily when they found him in less adventurous mood 
than he had seemed earlier. But the improvement in 
political action abroad has not yet been matched by its 
necessary companion, the rebuilding of confidence in the 
machine that must carry out his policies. He has not 
remedied the mistake he made when he demanded “ positive 
loyalty ” and started engaging men to ensure it. 

He began by having the post of Under Secretary of State 
for Administration created and telling his assembled staff 
with pride that the man he had appointed to it was “an 
all-American quarterback and I think that that is the kind 
of thinking and creative action we are going to see in this 
job-today.” To help the new Under Secretary with his 
creative action in the field of security Mr Dulles chose 
Senator Bridges’s administrative assistant, Mr. Scott 
McLeod. This appointment sent shivers down the spine 
of anyone who knew much about the Senator and his habits 
and it was not long before Mr McLeod was accused of 
disclosing to Senator McCarthy some of the contents of 
the Federal Bureau of Investigation’s file on Mr Bohlen. 
Despite the trouble he caused both to the President and 
the Secretary, Mr McLeod is still in the Department, 
judging the security of others who are, it would be reason- 
able to infer, more trustworthy than their judge. 


* 


But the acid test of Mr Dulles will be whether he displays 
positive loyalty to his own department and, particularly, 
to the Foreign Service. He told the Foreign Relations 
Committee that it was “on the whole, a very fine body of 
men who have the tradition of service to the Administration 
in power,” but he weakened the effect of his defence of 
Mr Bohlen by giving as a reason for sending him .» Moscow 
that an Ambassador was not in a policy-making position 
while a Counsellor in the State Department, which Mr 
Bohlen had been, was. And there is, in Washington, a 
general feeling that it was the President who really made 
this appointment and who has the greatest enthusiasm for it. 

In another case Mr Dulles took a course which, perhaps 
unjustly, tended to make the members of his staff appre- 
hensive. His decision to allow Mr John Carter Vincent 
to retire, thereby saving his pension, when the Loyalty 
Review Board had decided that he should be dismissed, 
represented the best Mr Dulles could do in terms of 
political realities. It may be shocking that things have 
reached such a pass that this should be so and-it is no 
consolation to those who may be under attack in future to 
realise that the Secretary of State can find himself in a 
position in which it is politically impossible to be just 
and in which it takes courage even to be merciful. But 
it did take courage. 

It will take even more courage to stand up, perhaps for 
months on end, to the demands of Messrs McCarthy and 
McCarran and to carry the fight, begun over Mr Bohlen, 
to victory. But there is now no doubt that the fight is 
necessary and any illusions that, by some mysterious pro- 
cess, Mr McCarthy would become innocuous under a 
Republican Administration must have disappeared. Pre- 
sumably also it has now been realised that it is pointless 
to try to appease the barbarians in the Senate by hiring 
any more friends of Mr Bridges or Mr McCarthy. Mean- 
while, however, a McLeod considerably bigger than a 
man’s hand hangs over the State Department. 
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Consumers Become Heroes 
FROM A CORRESPONDENT IN NEW YORK 


HORTLY before President Eisenhower took Office, the 


future years become famous for being the last utterance of 
the New Deal. It tries, by means of statistical projecticns, 
to give business men an idea of what the charts of civilian 
demand may look like in 1955. Among other interes:ing 
feats of imagination it offers “a pattern of expenditure | or 
1955 on the assumption that a high level of general busi: -ss 
activity can be maintained.” 

In that pattern the long-neglected consumer becomes 
the hero. Assuming that the country turns out a gross 
national product of $365 billion (at 19§1 prices) in 10<<, 
the consumer is supposed personally to acquire and dis; sc 
of $228 billion worth, or nearly 63 per cent of it. He and 
his wife and children, his pets and his servants (if any) are 
to spend $10 billion on motor cars, $3.6 billion on furni- 
ture, $1.6 billion on jewellery and watches. They are 
expected to buy $123 billion worth of non-durable goods 
(among other things clothing to the value of $18.5 billion 
and oil and petrol to the value of $6. billion). 
They should also spend $73 million on the service trade: ; 
it is hoped that businessmen will be able to charge them 
$900 million for laundry, $1.1 billion for barbering and 
beauty, $1.3 billion for making and showing them films. 


~ $800 million for taking them to foreign lands. 


These estimates are accompanied by a warning that they 
are not forecasts, but merely “a possible set of estimatcs 
of expenditure,” based on the assumption that 1955 will be 
as prosperous as 1951, or even a little better. But if, as 
seems also to be assumed, prosperity depends on the con- 
sumer, it might be well to add that the consumer has, in 
these years of neglect, become less dependable than he used 
to be. During the long boom with its accompanying 1«- 
distribution of the national income, and more particular!y 
since the war, the consumer has been left free to make up 
his own mind and he has grown so rich that he can now 
afford to be captious. , 

This captiousness is a new factor in the economy. Not 
only must it be studied in order that its quirks and imp)i- 
cations for the market may be understood, but also because 
it strikes at the heart of certain economic theories. Accord- 
ing to them, capital expenditure has been the unstabic 
element which needs steadying, while personal consumption 
has supposedly been dictated by people’s needs and has 
therefore been fairly dependable. But since the war | 
has been capital expenditure which has been running at 4 
Steady pace, and the consumer who has been acting like 
the daring young man on the flying trapeze. 


* 


io gah pattern of income distribution which has mad¢ 
new whimsicality possible is no mere paper change. Thc 
figures are startling enough: real income a head has more 
than doubled in the last fifty years ; the majority of familics 
have moved out of lower income groups into higher onc 


than they or their fathers before them knew ; the pyramic 
showing the number of people in the various economic 
classes -has been pushed in at its low-income base and 
broadened at the top until it looks almost like a cube. 


* 
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Incomes ‘before taxes have been moving toward equality 


simrce 1929 ; in that year the top 1 per cent of the nation’s 
earners got 17.2 per cent of the nation’s income, now they 
get only 9 per cent. 

The changes which such figures reflect are visible on 
every side.” Not even a New Deal politician would claim 
that the poor have entirely disappeared (though destitution 
in the classic sense is unusual); the difference is that the 
modern poor are now only relatively so. The New York 
laundress who, during the recent bus strike, went to work 
by taxi-every day, the Connecticut roofer who puts on roofs 
(at a high charge) only until he has enough cash laid by 
so that and his family can spend the summer fishing in 
Maine, the New Jersey factory worker whose son is getting 
his Ph.D. degree at Columbia University—-these are the 
people to: whom income re-distribution has given an un- 
accustomed freedom of economic choice. It has come so 
gradually that they hardly recognise it, but they can no 
longer be appealed to as workers of the world who have 
nothing to lose but their chains. Indeed, they have so much 
to guard in the way of social status and other middle-class 
prizes that they have become very exigent in their ideas of 
what they are willing to do. It is ironic that Americans are 
now so rich that they can hardly find anyone to clean their 
streets, wash their windows or collect their refuse. 

Evidence of this wealth accumulates on every hand. The 
country has enough motor cars for €veryone to go riding 
at the same time, provided they did not all try to do it on 
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There are enough refrigerators and 
clectric irons so that few but the annual crop of brides wauld 


suffer if no more were to be had. Most people have enough 
coats and shoes to go three or four years without buying 
new ones, if necessary. 

’ Such plenty- narrows the proportion of buying that is 
essential and gives the consumer a flexibility and a power 
which he enjoys and the economists fear. If, as one 
economist declares, 40 per cent of the consumer goods 
available can be bought, or left on the shelves, at the 
option of the consumer, the country’s prosperity depends on 
the little man at the end of the tine. This is presumably 
why the University of Michigan has undertaken a con- 
tinuous study of consumers’ intentions and what stirs them 
and why the economists at the McGraw-Hill Publishing 
Company think that the little man holds the answer to the 
year’s foremost economic question—who. will buy what 
comes out of America’s shiny new: factories when defence 
needs have been met ? 


* 


The chief potential customers are three—war, foreign 
countries and the domestic consumer, but each has its 
drawbacks. War has such manifest horrors that even the 
most devoted consumption expert dare not approve it. 
Foreign aid and foreign sales are fine in theory, but who 
will pay for them in dollars ? These difficulties lead planners 
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back to the domestic consumer, but he is no longer docile 
or predictable. His tastes for more expensive things do 
not advance steadily with his income. There is no regularity 


about the point at which he decides that he has enough’ 


money to work shorter hours. When men worked sixty 
hours a. week, idealists used to point to the time when 
machines would do the work of the world in four hours 
a day, leaving the rest free for interesting avocations and the 
cultivation of the mind. The consumer has not reached 
that stage yet, but so far as he has gone he is proving a 
disappointment. Each American now has nearly $450 more 
real income a year after taxes than he had in 1929, and he 
works on an average seven fewer hours a week. He does 
not, however, devote his new leisure entirely to buying 
flower seeds or reading a good book. It is the proportion 
of income spent on horse and dog racing which has gone 
up 1,800 per cent since 1929. 

Nevertheless, though moralists may groan at the way men 
use their new-won economic freedom, the fact remains 
that it has played a vital part in America’s long boom. For 
the time being, at least, the men who believe in redistri- 
buting the national income have been replaced by men who 
believe in a more stereotyped system relying on free enter- 
prise, hard money and high interest rates. If they hold the 
nation’s economic course straight on that system, will the 
re-distributed income stay in its new channels or seep back 
to the old ones? On that second question hangs the 
answer to the earlier one. Even the consumer is not heroic 
enough to take up the burden when the defence programme 
leaves off unless he has cash in his pocket. 


American Notes 





McCarthy’s Second Front 


y Sarre ye thanks to Senator Taft’s devoted efforts and 
to the Democrats’ almost united stand, in his attempt 
to dictate who should be the President’s envoy to Moscow, 
Senator McCarthy the very next day himself stepped for- 
ward as a rival Secretary of State. He announced that 
the staff of his investigating committee had concluded an 
agreement with Greek shipowners in New York’to cease 
trading with North Korea and Communist China and to 
refrain from carrying cargoes from one Communist port 
to another. This had been done without informing any 
government agency because Mr McCarthy wanted “no 
interference ”—and, in his view, was a much more effective 
step toward a naval blockade than the agreement with the 
Greek government which the State Department 
announced, with an air of anti-climax, two days later. 
Greece has put into effect an order, which has yet to be 
ratified, forbidding ships sailing under the Greek flag from 
carrying strategic materials to Communist ports. Senator 
McCarthy trumped this easily by pointing out that his agree- 
ment and another he proposes to negotiate with Greek 
owners in London, cover Greek-owned ships sailing, as well, 
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under the Canadian, British, Liberian, and Panamanian fiags, 

It may be, as Mr Stassen, the Mutual Security Adminis- 
trator, angrily hinted, that Senator McCarthy used confi-_ 
dential information about the government’s negotiations, as 
well as an immoral promise to waive his announced investi- 
gation of east-west trade, to induce the shipowners to 
co-operate. So many loopholes for trade with the Com- 
munists are now being closed that his estimate that he was 
reducing it by from 10 to 45 per cent is no doubt a gross 
exaggeration. Official agreements have been reached with 
Liberia, Panama, Honduras, and Costa Rica about ships 
in their registries ; mortgages have been foreclosed, on a 
technical excuse, on Greek and Italian ships known to have 
been trading with the Communists. 

Nevertheless, the Senator fiom Wisconsin has made a 
brilliant and well-planned recovery from his failure in the 
Bohlen affair, and added new colour to the picture cf him- 
self he is building up in the country as the most relentless, 
swift-moving enemy of the Communists and their catspaws. 
This, as much as his invasion of the presidential prerogative 
or his undermining of government negotiations, is likely to 
harden the President’s already angry mood. 


Roberts Doubles and Quits 


fie. chief occupational hazard for the leaders of American 
party organisations today seems to be that they will 
be suspected of using their political influence for the benefit 
of their friends and their pockets. Mr Wesley Roberts, 
chairman of the Republican National Committee for only 
ten weeks, has just been forced to resign as the result of 
such accusations, and it is only a little over a year ago that 
the party then in power lost its chairman, Mr William Boyle 
of the Democratic National Committee, for the sanae reason. 
But the commission which is popularly supposed to have 
been the price for Democratic favours was only § per cent, 
while Mr Roberts received double that, 10 per cent, for 
arranging a deal not with the federal government, but with 
the state government in Kansas. 

This is President Eisenhower’s home state, and he has 
been nearly as ready to find jobs in Washington for Kansans 
as President Truman was to look after his fellow Mis- 
sourians. Mr Roberts’s predicament is particularly embar- 
rassing for Mr Eisenhower, and particularly comforting for 
the Democrats, not only because the chairman was his 
personal choice, but also because one of the Republicans’ 
winning cards in the election was the ptomise that the 
“five percenters” would be driven out of government. 
Furthermore, Kansas is one of the most purely Republican 
areas in the country. 

For these reasons, as Mr Roberts realised without any 
prompting, it was essential for the sake of his party and 
his President that he should resign immediately an inquiry 
committee of the Kansas Legislature reported that he had 
“deliberately and intentionally” violated the spirit of the 
state lobbying law, although probably not its letter. Mr 
Roberts had not ‘registered as a lobbyist, or disclosed his 
personal interest when, two years ago, shortly after he had 
resigned as chairman of the Republican State Committec, 
he arranged the sale of a sanatorium to the state 
authorities on behalf of an insurance company, the Ancient 
Order of United Workmen. The state paid $110,000, of 
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which Mr Roberts received $11,000 for his services as a 
“ public relations consultant ” ; there is some question, now 
being answered in the courts, whether the sanatorium did 
not already legally belong to the Kansas government. 

The committee, which contained some of Mr Roberts’s 
friends and had been expected to clear him, was unanimous 
in its condemnation, which hardly sustains his argument 
that he has been the victim of a plot growing out of a 
factional fight among Kansas Republicans. Without that 
fight, however, the deal might never have been brought to 
the attention of the voters. It was first discovered by the 
influential Republican paper, the Kansas City Star, and 
was immediately seized on by the progressive Republicans 
in the state, who hope im 1954 to win control of Kansas 
from the “ old gang,” led by the present Governor, Mr Arn, 
and his associate, Mr Roberts. 


Agricultural Contradictions 


MERICA’S farms may have fewer and fewer people on 
A them—under 25 million today compared with over 30 
million in 1940—but they go on producing more and more. 
If farmers plant as many acres this spring as they plan to 
do, it will take very unfavourable weather to keep them 
from harvesting another record crop, although agricultural 
prices have been falling ever since last August as a result 
of last year’s heavy output. Even cotton acreage seems 
likely to be increased this year, although farmers have been 
warned that, if they again produce 15 million bales, as they 
have done for the last two years, supplies will almost 
certainly reach the level at which the law requires the 
government to impose limitations on output of cotton, 
which must be observed by farmers who want the benefit 
of price supports. 

Such limitations, always unpopular, might make the 
atmosphere more favourable for the flexible price supports 
which the Secretary of Agriculture, Mr Benson, advocates 
in principle (he has not yet worked out a detailed scheme) 
as a substitute for the present rigid system. In theory it is 
rigid only for the basic crops—grains, cotton and tobacco— 
but in practice it means that the government has to hold 
almost all farm products at high levels. For example, Mr 
Benson has just been forced to go on supporting the price 


of butter for another year at a level so high that the demand 


is perceptibly reduced, partly because to allow butter prices 
to fall would be unfair to the dairy farmers, who have to 
pay so much for their feed grains as a result of the man- 
datory price supports for them. 

Dairy products also provide another example of how the 
present price support system undermines the demand for 
agricultural products. Because of the high prices they 
fetch in American markets, imports of dairy products have 
risen steadily in recent years. Congress has therefore forced 
the Secretary of Agriculture first to limit them by quota 
restrictions, and now to ban imports of milk altogether. 


Such restrictions prevent other countries from earning the: 


dollars that they would spend on American wheat, cotton, 
and tobacco and frustrate efforts to encourage sales of 
American farm products abroad. The value of agricultural 
exports fell by 1§ per cent, or over $600 million, last year 
compared with 1951, and Mr Benson, well aware that his 
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hopes of a more flexible price support system depend upon 
his ability to guarantee farmers a satisiactory market for 
their output, has promoted the old Office of Foreign 
Agricultural Relations. to be one of the six main 
groups in the Department of Agriculture. Headed 
by Mr Romeo Short, its new name is the Foreign Agricul- 
tural Service, and its new duties, which will bring it face 
to face with the contradiction in American farm policy, are 
to develop off-shore markets for American agricultural 


products and to aid other governments with their American 
marketing. 


Lingering Death for RFC 


pee Reconstruction Finance Corporation, which was 
created by President Hoover in 1932 to shore up 
the collapsing banks and railways and later became a Demo- 
cratic maid of all work, is to expire in June, 1954, when 
its present lending authority ends, President Eisenhower 
and his Congressional advisers, in so. deciding, have, for 
all their anxiety to get the government out of business, 
been less hasty and more concerned with orderly liquida- 
tion than the conservative Democrat, Senator Byrd. His 
Bill on the RFC would have had the corporation wind up 
next January and turn its $649 million of loans and invest- 
ments over to the Treasury. With the addition of synthetic 
rubber and tin plants and other revenue-producing pro- 
perties, the total value of the RFC’s assets is over $1.2 
billion. Under the Treasury’s present system of book- 
keeping, all this would serve to reduce next year’s deficit, 
even though the loans may take twenty years or more to 
collect. 

Such a windfall is particularly attractive when a Republi- 
can Administration is having difficulty in keeping its pledge 
to balance the budget, although over the twenty-one years 
of its existence the RFC, so far from losing money, has 
earned about $1 billion for the Treasury. But it is argued, 
in addition, that in times of prosperity there is no need for 
a great government bank which competes with private 
credit facilities, while its existence, as two investigations 
have showed, is a standing temptation to favouritism and to 
corruption of government servants. 

The RFC had already begun to contract under the 
Democrats. In future, no loan is to be made for more 
than $1 million, and within sixty days half its field offices 
will be closed. But if the new Administration foresees no 
new needs for the loans to big business the corporation 
made under Mr Hoover, for pump priming on the Roosevelt 
model, or for the defence loans made during the war, 
there is one function which must be carried on. Since 
the end of the war the RFC has concentrated on helping 
small business ; last year 90 per cent of its loans. were for 
less than $100,000. When it disappears, an agency is to 
be created to carry on this work, either as a bureau in the 
Treasury or in the Department of Commerce or, amalga- 
mated with the Small Defence Plants Corporation, as an 
independent agency. An Administration in which big 
business is so heavily represented cannot afford to leave 
the little man to sink or swim and, in any case, Congress,’ 
which has always been sensitive to the voice and the votes 
of small business, will insist upon providing a life preserves. 





24 
Colour in the Air 


HE ban imposed eighteen months ago, in order to save 
scarce materials, on the manufacture of television sets 


which receive programmes in colour has been lifted, but . 


there are no longer any programmes in colour for the sets 
to receive, For the delay has sent the whole controversy over 
colour television up into the air again. It had been brought 
down to earth at the end of 1950 when the Federal Com- 
munications Commission decided that the Columbia Broad- 
casting System’s method was the only satisfactory one 
available. But CBS had hardly begun to put colour pro- 
grammes on the air when it had to discontinue them at the 
request of the mobilisation authorities. 

The inventors of other types of colour transmission con- 
tended that, if given more time, they could develop a better 
method than that of CBS. It has the disadvantage of being 
incompatible, that is, it cannot be seen on existing sets even 
in black and white unless a special adapter is fitted, as well 
as the converter that all colour telecasting requires. The 
eighteen months’ respite has been used by the industry’s 
special National Television System Committee to work on 
a different method, similar to the one sponsored by the 
Radio Corporation of America and turned down by the FCC 
in 1950, that can be received in black and white on any set 
as it stands. This new method will be submitted to the 


FCC before long, but it will be many months before a 


decision is reached on it. 

This means that there is no immediate prospect of colour 
television by the new system. Nevertheless, in view of the 
general uncertainty, CBS has decided that it would be 
economically unwise to resume colour telecasting by its 
method.. The company’s reluctance to make use of the start 
which the FCC has given it in a very competitive situation 
has left the industry gasping. It seems to stem mainly from 
the unwillingness of manufacturers to make sets that can 
receive CBS’s colour programmes until they are sure that 
this is going to be the accepted method. Owners of sets 
will want to be equally sure before they buy adapters—and 
there are 23 million sets to be adapted today, about 40 per 
cent more than there were when CBS stopped ‘its colour 
transmissions in 1951. It has been suggested, and a Con- 
gressional committee is now investigating the question, that 
manufacturers of television sets would like the introduction 
of colour television to be delayed, so that it can be used to 
stimulate demand when the market for ordinary television 
sets is saturated. 


Bid for Labour Leadership 


mM" WALTER REUTHER has been using the annual 
conventicn of the United Automobile Workers, of 


which he has been head for eight years, not only to 


consolidate his new position as president of the Congress 


of Industrial Organisations, but also to strengthen his claim 


to lead a united labour movement should one by any chance 
develop out of next week’s renewed discussions between the 
CIO and the American Federation of Labour. The auto- 
mobile workers began by warning the motor manufacturers 
that. unless they were prepared to treat their five-year agree- 


- the steel companies this summer... This 
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ments with the local unions, which do not expire until 1955, 
as “ living contracts ” subject to renegotiation as Conditions 
change, the unions would refuse to commit their memb« ; 
in future for more than ae a The General Mow 





Corporation has-already accepted 
ciple, but the automobile workers ' 
the practical concession. of an increase in their basic hou: y 
wage. This is important, now that prices are falling. n 
order to make permanent the gaits that have been achiev. | 
through the escalator clause in the automobile contra: 
under which wages keep in step with the cost of living. 

Unless Mr Reuther-can save his members from a drop 
in wages, he will lose : rity in his union and presti: 
in the CIO, particularly if his chief rival ‘there, Mr Mc. 
Donald of the United Steel Workers, wins a wage rise from 
rivalry also explains 
in part why the automobile union ved the steel union 
in setting up a guaranteed annual wage as its next goal. But 
such, a guarantee also has special relevance in the motor 
industry, now that there is once more a: pi of over- 
production of cars and therefore of the seasonal shut-dow » 
of prewar years. 

Mr McDonald denies that there is truth in the rumour: 
that the steel workers are going to desert to the AFL. Thx 
acquisition of a union representing such a basic industry 








‘would give the AFL, which already. has more member: 


than the CIO, an advantage so overwhelming that ther. 
would bé even less hope than at present of achieving a 
merger between the two big labour associations. Such 2 
merger requires substantial concessions on both sides anc! 
Mr Reuther’s aggressive. attitude to next week's talks wil! 
not encourage a conciliatory approach from the AFL. 

From the. automobile convention’s platform he 
announced the four conditions on: which. the CIO wou!d 
consider unity: it would not permit: its system of indus- 
trial unions to be invaded by the AFL’s craft unions ; a 
method of settling jurisdictional disputes between AFL ani 
CIO branches must be worked out ; and the. AFL’s racial 
discrimination must be abolished. Such difficulties have 
always stood in the way of a merger, but Mr Reuther’s 
fourth condition seemed like a gratuitous insult to the AFL’s 
new president, Mr George Meany. For he is dealing 
energetically with criminal influences in the notorious New 
York longshoremen’s union, to which Mr Reuther was 


obviously referring when he said racketeering elements must 
be expelied from the AFL. sites 3g 
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Ssceoedire ands the Way—2 
THE TECHNIQUE OF SLUMBERCRAM 


(SLEEP WHILE YOU LEARN) 


It was our pioneer educationist Monteschworri who more delicately receptive under-cortex or d 
first shouted EAT CAKE NOISILY to her infant matrix —t0 put it in the simplest possible language 
charges in order, by counter-suggestion and general —of the student mind. 

Reacting Against, to ensure stubborn silence and 

peace at tea-times Using the same technique, 

the Youth-boss or Magister of our school of 

Schwepponomics begins hts seminar by ordering his 

students to keep on the alert During the deep sleep 

which immediately follows, the paths to deeper 

knowledge are unblocked, diagrams and television 

demonstrations are felt rather than merely seen, and ge 

a simple repetition, if necessary by gramophone, of 

Euclid Book Six, the Law of Demand Curves, or the 

influence of Jane Austen, is indelibly printed on the 


Desgned by Lewitt Him, wruten by Suephen Porter 
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AT THE 

GERMAN 

TRADE FAIR 
HEAVY INDUSTRIES 
FAIR 

26 APRIL to 5 MAY, 1953 


THE GERMAN 


ELECTRICAL INDUSTRIES 


are showing, on an area of 
about 50,000 sq. metres 
(60,000 sq. yards) in halls 9, 
10 and 11 and in the open, a 
comprehensive cross-section 
of their entire production 
program. This concentration 
is" offered by the German 
electrical industry only at the 
Heavy industries Fair of the 
German industries Fair, Han- 
pbover. 
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Information from : 
Schenkers Ltd., 27 Chancery Lane, London, W.C.2 
Tel.: Holborn 5595/6 





PRODUCTION LOST BUT FOR 


NU-SWIFT ! 


A spark...a flash...fire blazing...dial 999? But 
how soon can the Fire Brigade take the job 


off your hands? For at least five minutes, 
possibly longer, that blaze will be yours, and 
yours alone. 

Old-fashioned extinguishers fail every day. 
Reliable Nu-Swift is the world’s fastest and 
most certain fire-killer. It can save its cost in 
seconds. When will you get up-to-date? 

Will you let us check and report on your 
present equipment ? 


Man may wait—fire never does! 


1) Details, please, of 













Nu-Swift, (for sole or, = 
; DEPT. 32 to lorge users, on hire), ° 
gs NU-SWIFT LTD. or . 
® €LLAND, YORKS. |? Please check and report on our : 
5 PHONE : ELLAND 2852 (5 lines? present fire protection. . 
® NAME : ; 
(Attach letter heading or 
: business card, W available). : 
€ ADDRESS : 
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In Every Ship of the Royal Navy 
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World Economic Report—tI 


The West After the Boom 


Ta year’s World Economic Report, published by the 
United Nations for the coming session of the Economic 
and Social Council, is a decided improvement on most of 
its predecessors. It is written with more clarity than in the 
past, and the material is assembled with greater coherence. 
The report is divided into two main parts, the first focused 
mainly on internal developments in the three major types 

economy — the industrialised; private enterprise 
economy ; the centrally planned ; and the underdeveloped. 
The second half deals with international trade and 
payments, 

For the past few months Europeans have been deluged 
with studies of international trade, by their own organisa- 
tions—the OEEC and ECE—and by the United Nations 
itself, which has recently issued such useful publications 
is the account of the terms of trade in backward areas. 
The European reader’s primary interest in the current 
report, therefore, will probably lie in the. comparisons 


fABLE I—INDICES OF INDUSTRIAL PRODUCTION AND 
REAL GROSS NATIONAL PRODUCT 





} | 








Industrial Real gross 
1950= 100 production national product 
Country aS eS es 

1951 | 1952 1951 1952 

| } 
Belgium. . «a6 4 sv akine BS 110 105-5 104-5 
Canada. «ewe sandane’ 107 110 105-0 111-0 
Denmark ¢ ssn ges#e 102 98 100-0 99-0 
France < isis. tawad ‘ 113 118 106-0 107-5 
Western Germany... | 120 128 116-0 123-0 
Italy .. .ctgveepn eyes pe aS 113 106-5 107-5 
Netherlands......c+s | 104 104 101:5 | 103-0 
Norway <sstpieusen 105 105 103-0 104-5 
Swedehh . 3 «ctsdaeees 104 102 101-5 102°5 
United Kingdom .... 103 100 101-0 100-0 
United States ....... 110 110 108-5 111-0 
i 


; 





drawn between all the industrial nations of the west, and 
in the evolution of the under-developed areas because of 
their importance as markets for western goods. —_ 

For its analysis of recent trends in the industrialised, 
free-enterprise areas of the world, the report has selected 
a sample of twelve countries*. Perhaps the most con- 
spicuous thing about their development in the past two 





, Australia, Belgium, Canada, Denmark, France, Western Ger- 
many, Italy, the Netherlands, Norway, Sweden, the United 
Kingdom, and the United: States, 





The World Overseas 


years is the fact that industrial production for the group as 
a whole remained almost ‘stationary from 1951 to 1952, 
whereas it had increased by 10 per cent from 1950 to 1951. 
As will be seen from Table I, industrial production rose 
only in.Canada, France, Western Germany, and Austfalia 
(precise figures not available) ; and even for these countries 
the rate of increase was much lower than in the preceding 
year. In three countries—Belgium, Denmark and the 
United Kingdom—industrial production fell markedly. 

Much the same picture emerges for agricultural output. 
Only in Canada, Western Germany and Italy did agricultural 
production show a significant increase. In France, output 
remained unchanged in 1951-52 as compared with the 
previous year, while it fell appreciably in the Scandinavian 
countries, the United Kingdom and Australia. 

Again, for the twelve countries as a whole, the gross 
national product rose by a mere two per cent from 1951 
to 1952 as compared with a seven per cent increase in the 
previous year. Between 1951 and 1952 the relative shares 
of various components in the group’s GNP showed small 
but significant changes. The report does not give the 
detailed 1952 breakdowns for each country but offers those 
of the United States as a typical illustration. Table II 
shows that the outstanding characteristics included a slight 
increase in personal consumption, a considerable increase in 
government expenditure (largely for armaments), a slight 
decline in private investment in fixed capital, and a sub- 
stantial fall in private investment in stocks. 


TABLE II—COMPONENTS OF GNP IN THE UNITED 








STATES 

| 1951 | 1952 
Gross national product .........5...+65 ' 100-0 102-4 
Personal consumption ..........+-+08+ | 62-9 | G41 
Government expenditure..........-++- 18-9 | 23-0 
Private investment .........0.seceees | 17-9 15-2 
Investment in fixed capital ......... | 3aee 14-6 
Investment in inventories.........+.. ) 32 «| 0-6 

Balance of exports and imports of goods | 
wad: GT WWOE 6 o's os'n hans tea K Res 88's : 0-3 0-1 
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There were, of course, variations from country to 
country. In the United Kingdom and Australia, for example, 
consumption showed no rise whatever. In both countries, 
too, the increase in government expenditure, including 
spending on rearmament, was lower—less than 2 per cent 
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of GNP—than in such countries as France, Canada, 
Belgium, Western Germany and the United States, where 
the increase ranged from 3 to 5 per cent of GNP. The sole 
exceptions to the general decline in private investment 
occurred in Australia, Western Germany and Italy. This 
decline affected chiefly investments in stocks, although 
investment in fixed capital showed an important rise only in 
Australia and Canada. 

Where price and wage movements were concerned, the 
United States also provided a rough model for behaviour 
in all twelve countries of the group. After reaching its peak 
in early 1951 the raw material boom subsided, but it was not 
until the second half of 1952 that this fall was fully reflected 
in the group’s import prices. Except for the United King- 
dom, the cost of living increased less from 1951 to 19§2 
than in the previous year, and in some cases it even declined 
towards the end of 19§2. 

In ali twelve countries, however, money wages continued 
to rise throughout 1952, in response to the earlier increases 
in the price of raw materials and finished goods. Increased 
money wages did not always lead to increased real wages. 
For example, real wages failed to increase at all in the 
United Kingdom, largely because food subsidies were 
reduced in early 1952.. In Western Germany the increase 
was limited by greater indirect taxation and in Australia by 
increased indirect taxation plus a rise in food prices. The 
largest expansion in real wages during the yeats 1951-1952 
occurred in Belgium, Canada, France, Italy and Sweden. 
In two countries—Italy and Canada—improved food 
supplies played an important part in this rise. 


(To be Continued) 


Water for Kuwait 


FROM OUR SPECIAL CORRESPONDENT IN THE 
PERSIAN GULF 


AST week, for the first time in its history, the town of 

Kuwait possessed its own sweet water supply. Its ruler 
opened the first unit of a seawater distillation plant which, 
when finished, will be one of the largest undertakings of 
its kind in the world. Few towns in history can have been 
founded on a spot where so little water was available. Rain 
is so rare that no one has ever troubled to build a catchment. 
For the 150 years of its existence, Kuwait’s only amenities 
have been remoteness and a splendid bay that makes a 
sheltered anchorage. These conditions bred a seafaring and 
a trading people—a people of enterprise, for they existed 
on a few undrinkably brackish wells and fetched all their 
sweet water by boat from the Shatt-el-Arab over 50 miles 
away. 

The discovery of oil ih the desert to the south of their 
town altered this pattern. Two and a half years ago the 
Kuwait Oil Company put a seawater distillation plant into 
production, built a 20 million gallon storage capacity, and 
linked it to the town by 8-inch pipe. As municipal demand 
has increased, the company has come to pump down this 
pipe some 200,000 gallons daily in winter and 300,000 in 
summer. In the oil company’s camp, a Kuwaiti’s ration 
of sweet water from this plant is four gallons a day. Since 
the population of the town of Kuwait is, in the town’s 
present_building boom conditions, standing at about the 
200,000 mark, this piped water supply nowhere near meets 


demand. Porters therefore still load up from a dhow op 
the sea-front and, bending beneath the weight of their 
dripping, swollen goatskins, plod into the town to sel! their 
load. SS ae 

The plant opened last week is a state affair (built by 
British contractors with Kuwaiti partners and Kuwait 
labour) and is being paid for out of the revénue derived 
from the oil company. The section now being erected wil! 
produce one million gallons daily ; it is forthwith « be 
doubled under the five year development plan now being 
tugged into shape, and its capital cost for the two million 
gallon plant will be £3 million. Its running cost w:i! in 
Kuwait be lower than the high level which makes such plant 
rare, because the fuel for its generators will be derived {rom 
the natural gas that is at present burning to waste on the 
oilfield 25 miles away. Fuel, as it were, will be free. 


The principle of seawater distillation is familiar to anyone 
who has looked at a liner’s apparatus. Broadly speaking, 
one boils the sea. A major problem involved is the insoluble 
deposit which, like scale in a kettle, tends to corrode the 
apparatus ; to minimise this deposit, the volume of seawater 
boiled is twice that of the sweet water required and the 
second half is returned, doubly salty, to the sea. The sea- 
water is chlorinated at intake and also fine-mesh filtered to 
rid it of sea life, and then distilled. In Kuwait, it will sub- 
sequently be diluted with ro per cent of the local brackish 
water in order to give it body and a taste. 
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Three ground reservoirs, each of 3 million gallons capa- 
city, are being built just behind the plant, with a distribution 
pump house to carry the flow to high static water towers 
that will ensure a given pressure all over the town. These 
towers will also contain a tank for brackish water, for which 
boring is proceeding and which will it is hoped ‘produc 
another 15 million gallons daily for sanitary, dust-laying, 
car-washing and other such purposes. There is considerab!c 
argument about how much should be spent on making tic 
towers look sightly, if not decorative’ The whole scheme 
is highly costly, for with two kinds of water in supply, thee 
must be duplicate mains all over the town. At present, «'! 
is coming out of the oil revenue and no Kuwaiti has cor- 
templated the water rate that ought to be charged if the 
town is not to squander an expensive commodity. Garden:. 
for instance, hitherto unknown, need meters if there is 1 
be anything left for push-button drinking fountains ; tb< 
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latter would, for some time to.come, be the only way of 
supplying the distilled water to the poorer levels of the 
population. All new houses being built have a water system, 
but building costs have risen so much that, though called 
workers’ houses, they are beyond the means of every manual 
worker. 

But if Kuwait is to become a congenial place in which to 
live at the standards it is acquiring so fast, even the 5 million 
gallon distilletion plant that is ultimately envisaged will not 
be enough. Sewage, at present running to waste, could be 
processed and used for agriculture, but would not adequately 
produce the green food for man and beast that is at present 
all imported from Basra. Yet a huge river system is flowing 
into the sea only fifty miles away. Just over three years 
ago, The Economist stated its view that a canal from the 
Shatt-el-Arab was the only way to prevent Kuwait from 
over-dependence on oil as its single source of prosperity ; it 
was at the time criticised for doing so by Kuwaitis who dis- 
like the thought of on a source in Iraq. Today, 
that dislike bas dwindled ; but though relations with Iraq 
are better and minds broader it will not quickly die. To 
an outside eye, the scheme still seems imperative to Kuwait’s 
prosperity. It also seems that an Iragi stranglehold could 
be at least minimised by committing Iraqis to a participating 
interest in the venture ; for about one-third of its length, 
any canal or large diameter water pipe would be in Iraqi 
territory, and there is no practical reason why Iraqi farmers 
should not depend upon the same system for supply. One 
Basra entrepreneur is said to be ready to instal the canal 
free of charge provided he can have a square acreage of land 
on either baitk. ' 

But the Kuwaitis do. not like being beholden to anyone. 
Nor do they fancy sharing profits, Negotiation with Iraq 
will, if it happens, be a slow business. Yet the result could 
be of even more importance to the Kuwaitis’ well being than 
any of the home developments they are now promoting with 
such enterprise. But, as with conceptions like the cross- 
Channel tunnel, one bar to execution of the idea is the pro- 
verbial conservatism of a seafaring people. | 


Uno’s Staff and their Hosts 


FROM OUR UN CORRESPONDENT 


FTER maundering in a never-never land of sick flies 

and infected chicken feathers, the United Nations 
Assembly emerged last Saturday into the relative sanity of 
Mr Trygve Lie’s personnel problems. ‘It can, of course, be 
argued that Chinese fear of gernr warfare and American fear 
of Communist spying represent opposite sides of the same 
medal. But at least the objects of American suspicion are 
solid and tangible human beings, fed with the same food, 
hurt with the same weapons, subject to the same>diseases 
1s their accusers, the Secretary-General, and the delegates. 
\lso, they are in the same country. It would, therefore, 
seem easier to cope satisfactorily with the problems which 
that suspicion creates than with an insectuous situation 
some six thousand miles away. 

In essence, the immediate need is a formula which will 
once safeguard the international integrity of the United 
Nations Secretariat and satisfy American demands for the 
right to investigate suspected American citizens who 
are members of that Secretariat. The Secretary-General 
claims to have been struggling with the problem since 1948, 
when he sent to the State Department a list of 377 Ameri- 
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. cans about .whom he had questions. Since the Korean war 


began, and more iritensely in the past year as spy hunts 
have grown politically more profitable, both the difficulties 
and the pressures have.increased.. Certain UN officials were 
called: before Senate .investigating committees and grand 
juries ta. answer questions about activities believed to affect 
American security. Some of them refused to answer, taking 
refuge either in the fifth constitutional amendment, which 
allows an American to fend off questions designed to incri- 
minate him, or in the oath of loyalty to the United Nations 
which all Secretariat officials take. In the present public 
temper in America, people who refuse to answer questions 
are immediately suspect, and clamour for their dismissal 
grows loud. It was Mr Lie’s attempt to satisfy that clamour, 
while at the same time saving Uno from the expensive 
lawsuits that might be brought by persons claiming to have 
been unjustly discharged, which led him to ask advice from 
a commission of jurists and then to ask the Assembly to let 
him report on. the subject. It will be remembered that in 
November, two weeks before the jurists’ report was pre- 
sented, he attempted to resign his post, and three days later 
suffered the loss by suicide of his chief legal aide. 


The FBI Investigates 


The American demands, which of course reflect heavy 
political pressure on the State Department, have been met 
by quick compliance with an executive order issued in the 
last days of the Truman régime, and pressed by Senator 
Lodge as one of his first acts when he became the new head 
of delegation. Some 1,800 American members of the UN 
staff have now completed the same kind of questionnaire 
as is customarily answered by American civil servants ; they 
have been finger-printed, and they are at present under in- 


_ vestigation by the FBL It is obviously the hope of the 


American mission, whose. members have themselves gone 
through the same process, that when the investigations are 
completed and the American members of the Secretariat can 
be certified as security-pure the political atgacks will cease. 
In view of the venom and resourcefulness displayed by the 
attackers this hope may be’ naive. Already the press has 
quoted a State Department security officer as mentioning a 
suppositious French Communist cell in the United Nations, 
and the possibilities of inquiry are almost infinite. 

Meanwhile a, bill has been introduced into Congress 
which, if passed, would make it impossible for any American 
to be hired by the United Nations until he has first been 
cleared by the Attorney-General. Thus the past is to be 
mopped up, and the future made antiseptic. If the process 
seems to put the Secretariat squarely into the pocket of the 
American Government, so much the better (in the American 
view) for the United Nations. 





eens ECONOMIC REPORTS are now available on 
nearly seventy countries. These reports give infor- 
mation and opinion on matters of concern to exporters 
and investors; they are concise and have comprehensive 
statistical sections. A descriptive leaflet may be obtained 
from The Economist Intelligence Unit, 22 Ryder Street, 
London, $.W.1. 
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What seems to have been overlooked in all this, and what 
came out quite clearly in the Assembly debate, is the 
fact that the United States is after all only one of sixty 
members of the United. Nations, and that while many of the 
others may sympathise with the American desire to clean 
its portion of the house some of them object to having their 
own lares and penates subjected to the same blast. There 
was even some feeling that if the United States continued to 
huff and puff at its present rate the whole glass house might 
be blown down around their ears. 

In the main the debate turned on the importance of inter- 
national versus national claims. Several delegates recalled 
that the San Francisco conference in 1945 had rejected a 
Jugoslav proposal that candidates for UN employment 
should first be cleared by their governments, and had under- 
lined the vital need-for building what should be in principle 
and practice an international civil service. It was clearly 
implied, and with some wonder, that the United States has 
now retrogressed to the Jugoslav position. 


The Inviolable Precincts 


The Indian delegate went further, and discussed in con- 
siderable detail what effect the jurists’. concept of “ host 
country ” standards would have if they were accepted, and 
what changes would be. needed if rules were made for 
American staff members which could not be accepted for 
their colleagues. He also raised an eyebrow over what he 
considered the jurists’ hasty and incomplete construing of 
the fifth amendment to the American Constitution, stressed 
the inviolability of UN precincts (a hit at Mr Lie’s com- 
plaisance in allowing American finger-printers and FBI 
investigators to work within the glass house) and urged that 
no action be taken by the Secretary-General on the basis 
of the jurists’ report until all arguments had been carefully 
studied. To this the Belgian added a reminder that Uno 
has regional headquarters and specialised agencies located 
in many countries, and that its officials work and travel 
around the globe. If the principle of “host country” 
standards of loyalty is accepted, an official might head a 
mission when he gets into an aircraft and go to jail when 
he gets out. 

Important as the prevailing American hysteria is in 
creating high tension and low morale among the secretariat, 
it is by no means the only e!ement responsible for the per- 
sonnel problem. Delegates were reminded that recruitment 
for the then new organisation was over-hasty in 1946. At 
the same time member nations scrambled to place their 
own nationals in high positions ; had they been as eager to 
find the best possible man as to secure the best post, the 
organisation might have had a better high command. As it 
was, the good and less good no sooner took office than they 
joined in the game of expanding staff and staking out areas 
of influence. By 1950 a survey made for the Carnegie 
Foundation reported that, far from promoting the develop- 
ment of an international civil service on a high plane, “ the 
personnel office of the Secretariat has accepted the attitudes 
and perspectives of the civil service commissions of the 
United States and the United Kingdom.” 


Fate of an Ideal 


All this and much more lies in the minds of experienced 
delegates, and is in part responsible for a general desire not 
to be hurried by any country or group of countries into 
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passing resolutions which may have unfortunate repercus- 
sions later. However much the American delegation may be 
battered by noisy Senators into pressing for the image of 
the thing they profess to hate, there is evident a disposition 
to look at this new American ideal from all sides and to 
picture what would be happening were it the Soviet bloc 
which was sending its version of the FBI to ask questions 
among the Secretariat. 

The debate has put the strength of many\ nations behind 
the international ideal. For a while it looked as if Mr 
Lie’s fate was to be identified with that of his personnel 
policy. Judging by the speech with which he presented 
his report to the Assembly a few weeks ago, this is what 
he wanted. Fortunately the new Russian tactics have now 
made possible the choice of a new Secretary-General in 
the person of Dr Hammarskjéldof Sweden. Mr Lie has 
been amply thanked for’ his work in assembling a staff, 
and his successor will have before him a roll-call of national 
opimions on the relevant issues. The outcome is better 
than seemed possible when the debate began on Saturday. 


Clean Living in Mexico 
FROM A CORRESPONDENT IN MEXICO CITY 
N a recent talk with a friend, a leading figure in Mexico's 
last administration disgustedly brushed off the successor 


government, saying: “ But honesty is not a policy. Nothing 
will get done that way.” He was referring to the clean-up 


‘ campaign of virtually revolutionary proportions ordéred by 


President Adolfo Ruiz Cortifies. When the new President 
was inaugurated in December, he announced in his first 
speech that the keystone of his government would be a 
vigorous drive for honesty in public affairs. The declaration 
was duly cheered, but Mexicans have heard handsome 
promises before and have learned their cynicism the hard 
way. Furthermore, Sr Ruiz Cortifies was the protégé of 
his predecessor,: President Aleman, although he is nearly 
a generation older. 

After three months in office, it is impossible to say whether 
the President can succeed in making honesty a policy, but 
he has shown that he means to try. If he should succeed, 
it would mean almost as fundamental a change in Mexican 
life as the revolution of. 1910. 

The most important move thus far has been -passage of 
the law against “ illegitimate enrichment.” Within his first 
month in office Sr Ruiz Cortifies pushed through an acquic- 
scent, gaping Congress a Bill requiring all public employees, 
including pOliticians, to register their total family fortunes 
upon taking office. At the end of their terms the officials 
must make another declaration. Any important discrepancies 
must be investigated and all suspicious cases must, by law, 
be turned over to the public prosecutor. 

Officials were given until April 4th to comply. By the 
middle of March, over two-thirds of .the 150,000 federal 
officials had actually taken the trouble to inventory thei: 
wealth. The President has declared that officials who fail 
to observe the law will be automatically sacked. What. 
if anything, he can do about recalcitrant deputies and 
senators has not yet come up for discussion, but the atmo- 
sphere of righteousness is at least making the stragglers fec' 
uncomfortable. For the ecstatic reception given to the new 
measures has proved that people may have been resigned 
to the fact of bribery, but they never liked the principle. 
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It would be useless to try to estimate how much “ illegal 
enrichment ” took place under the Aleman regime, but the 
total undoubtedly surpassed anything in previous. Mexican 
history. Especially during the last six months of the Aleman 
government, a kind of unabashed money. madness spread 
from the top down to the most menial levels of the adminis- 
tration, with less and less regard for even the customary 
appearances. 

President Ruiz Cortifies broke the fever. To begin with, 
he retained in his cabinet only those few officials who had 
gained a reputation for honesty and efficiency. As the news 
trickled down through the bureaucracy, an astonishing pride 
of duty began to appear. Even traffic police have now 
taken to enforcing the regulations on the multitudinous 
holders of official credentials. Businessmen have reported 
quiet investigations in government departments aimed at 
eliminating the customary “ mordida ” before the placing of 
government orders. The representative of one foreign 
pharmaceutical company said he was called to the health 
service, which he supplies, and interrogated at length on 
whom he had paid off. Later he was told a directive had 


been issued not to buy from companies which had been 
giving bribes. 


Nervous Businessmen 


For the moment, the business community is waiting and 
rather nervously wondering how long this startling state of 
affairs will last. ‘There is concern lest the President’s effort 
io eliminate the grease will strip the gears of administration. 
In Mexico, bribes were not usually given to induce officials 
to act as they should not, but rather to make sure they 


actually performed their services with reasonable speed. The © 


Aleman regime was hailed as an important measure of pro- 
gress because bribes were conscientiously repaid with the 
favours requested—whereas, in the old days, the business- 
man paid in advance without the least assurance of getting 
delivery. 

The clean-up has not been retroactive. There have been 
no public expesures, as was feared. But now, while 
“ mordidas ” are not being demanded, not much- is being 
done either. Almost no government orders are being given, 
export licences do not seem to be coming through, and 
business activities in any way connected with the govern- 
ment are far from normal. It seems that a policy has been 
introduced of refusal to pay any government bills contracted 
under the Aleman regime until a thorough review has taken 
place. This standstill has created a shortage of money and a 
scramble for short-term loans with fantastic interest rates 
of as high as 3 per cent a-‘month, according to some reports. 
But there is no good reason to doubt that the situation is a 
temporary ome, made imperative by the decision to change 
the government’s way of life. 

Aside from honesty, there has been little in the way of 
clear indications of policy. Again, this seems to be because 
the new administration wishes to form its own views and 
take nothing left over from the Aleman government at face 
value. There has been an official statement that the govern- 
ment will seek no foreign loans but will continue to 
encourage foreign investment. If, as it seems, some of the 
conclusions on the Mexican economy made by a joint work- 
ing team from the World Bank and the Banco de Mexico 
have been taken to heart, this may be a step towards cutting 
down the heavy-public works programme which Président 





Aleman favoured and concentrating on a more productive: 
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and at the same time less inflationary- use of capital. 

“ Moralisation,” if it works, should bea valuable aid in 
attracting private capital from abread, and with it the know- 
how. Mexico needs quite as much as money. The. toll 
corruption has taken is greater even than Mexicans them- 
selves realise. One important effect is that the country has 
no stock market. | No stocks are bought or sold because 
everyone knows that practically all companies keep fictional 
books: in order to cheat the government. As a result, the 
potential small investor can only spend his money on an 
extravagant house and car. There are no equities for the 
would-be foreign investor unwilling to launch an enterprise 
of his own. Thus both capital formation at home and 
attraction of capital from abroad have generally been limited 
to the narrow field of big moriey. 

“ Moralisation ” has already come to include such things 
as enforcing price controls and fair weights and measures in 
the small shops that sell.the poor their beans. Directly. or 
indirectly, its consequences would affect Mexican develop- 
ment in every field. Thus, although Sr Ruiz Cortifies’s 
programme is still vague and, except for the reduction on 
public works, not notably different from Sr Alemdn’s, he 
has tackled the central problem which has hampered the 
solution of most other problems. If he proves that things 
can get done the new way, then Mexican policies, which 
have usually been impressive on paper, can also be im- 
pressively carried out. 


Europe’s Economy Since the War—lIl 


Industrial Revolution Behind 
the Curtain 


HE revolutionary transformation of the economies of 

eastern Europe since the war is clearly recognised in 
the latest ECE survey, which for the first time deals with 
this area in separate sections. In addition to a chapter on 
the Soviet economy the authors have collected and analysed 
a wealth of not easily obtainable material on the countries 
within the Seviet sphere. 

There are two possible ways of looking at the postwar 
development of eastern Europe. From the short-term, 
consumer’s angle one may deplore the relative stagnation 
of agriculture and the small progress of the consumer goods 
industries. The survey, however, judges eastern Europe 
by the standards it has set for itself: “. . . the eastern 
European governments have on the whole planned success- 
fully, granted their order of priorities. . . .” 

The paramount aim of these governments has been and 
still is to carry out in their respective countries.a planned 
industrial revolution at the greatest possible speed, irrespec- 
tive of cost; to transform this» predominantly rural and 
backward area into an industrial region comparable with the 
West. Therefore, naturally enough top priority ‘had to be 
given to the development of the fuel and power basis, of 
iron, steel and engineering. But the ambitious plans for 
expansion could not be started until the damages of war 
had been made up, industry put into gear, and transport 
restored. Short-term plans of reconstruction, varying in 
length, were undertaken throughout eastern Europe. At 
the same time, each state extended its control from the 
“ commanding heights.” to almost the entire field of indus- 
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try and to a substantial proportion of trade ; in addition, the 
fiscal system was overhauled on the Soviet model. Towards 
the end of the last decade the prewar level of industrial 
production was exceeded and: all the countries within the 
area embarked on their long-term plans. The Council of 
Mutual Economic Aid founded in 1949 had as its principal 
task to co-ordinate these-plans and to integrate them with 
Soviet development. 

The scope of the programme for basic production can be 
gathered from the following table. It may be roughly 
calculated that in less than three years’ time eastern Europe 
should produce annually over ‘250 million tons of coal (in 
hard coal equivalent), some 80,000 million kWh of 
electricity and about -17 million tons of crude steel, a level 
comparable with that of the United Kingdom now or Nazi 
Germany before Munich. Engineering production, which 
has already almost doubled its prewar level, should continue 
to expand at a still faster rate. 





TABLE I—PLANNED OUTPUT IN EASTERN EUROPE 


aif i 
| Elec- | Crude 
| Coal* | tricity steel 





Engin- 
eering ¢ 





jmn. tons|bn. kWhimn. tons| 


Balgaria (19535).......... | 2-2 1: ; 
Czechoslovakia (1953).... | 39-7¢ | 12-3 | 4-3 | 231 
Eastern Germany (1955). | 78-5 | 335°4 3-1 211 
Hungary (1954) ......... } £055 Oh ae 490 
Poland (1955). 2.2.6.5... | 102-8 | 19-3 5-0 | 364 
4-7 i«S | 216 


Rumania (1955)......... : wee 


* Hard coal and lignite translated into hard coal equivalent. 
+t Target subsequently raised by 20 per cent. { Year a 
plan= 100. 1948 for Bulgaria and Czechoslovakia ; 1949 for Polan 
and rnautsecaded 501 for Eastern Germany. and Rumania. 


There is’ no.economic reason why these targets ‘should 
not be reached’on time. Indeed, the survey estimiates that 
they may be reached ahead of schedule. In eastern Europe, 
as. in the ‘Sovier Union, basic industry has first call on 
scateesresources. .Whenever the plans have been revised 
the emphasis on preducers’ goods, and on that alone, has 
been strengthened. 

The swift industrialisation of eastern Europe is only 


“made possible by reinvesting a large slice of the national 
‘income’and channelling investment into heavy industry. 
‘Poland, Hungary and Czechoslovakia are now investing 


about one-quarter of their national income every year. By 


‘ 1955 Rumania should plough back the same proportion and 
even in- Bulgaria the ratio should reach about one-quarter. 


Even when allowance is made for differences in the calcula- 


‘ tio of national income, the share of investment is still 


higher in eastern Europe than in the much wealthier West 
and incomparably higher than in southern Europe. Inciden- 
tally, in its integrated planning, eastern Europe does not 
push the advantages of division of labour to their rational 
extreme ; in accordance with current Soviet practice, each 
area is developing its own basic production. 

Evidence is too scanty to draw general conclusions as to 
the fate of the individual consumer in this collective trans- 
formation. The survey estimates that at the end of the 


reconstruction period consumption per head was somewhat 
lower than before the war in East Germany and Rumania 
but higher in the other countries: The lower income 
brackets had also benefited by the elimination of prewar 
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wage-differentiation has 

reintroduced as a tool “en increasing productivity 
standard of life of. skilled workers has probably in. ; cae 
but the wages’of unskilled labourers have apparer | ly noe 
kept pace with the -priceof foodstuffs. 


lanjualiien.: Since then, 





“PLANNED INCREASE IN PRODUCTION 
_ {Year Precepine PLan=100*) 
; Producer Consumer 


A goods . goods Agricultur 
POR ee ccad eee hee ess 254 211 0 
Czechoslovakia :. 2......... 230 170 4 
Hungary... 162. y+ ghee ee 380 245 1 
ee Se Pe Aa eS as ais “ 
ulgaria ...5.% VS Svidtn thee T 
Albania 353. 22c2 dee 324 l 


* Five-year “Seis countries, except Poland where «> plan 
is for 6 years... , 


: The felatively low level of consumption is only partly 
the result of the governments’ conscious investment 
policies. It is also partly due to their inability to solve the 
problem of “balance of payments” between the rapidly 
expanding socialised industry and stationary agriculture. 
The planners have enough cards in their hand to prevent 
rising food prices from jeopardising the objectives of 
socialised industry. But they cannot yet determine either 
agricultural output or the quantity of supplies. Agricultural 
production per head in Europe as a whole is now only very 
slightly lower than before the war, when the area was a 
net exporter of food. Now it is, on the contrary, a net 
importer. Hence a decline in the urban consumption of 
foodstuffs could: only be accounted for by increased con- 
sumption in the countryside. Paradoxically, the smallholde: 
may have benefited more hitherto than the urban worker 
from the “ dictatorship of the proletariat.” The breaking up 
of large estates has eliminated large surplus producers, and 
despite compulsory deliveries the state finds it difficult to 
extract sufficient supplies from the peasants. 

The planner’s method for restoring the balance between 
town and country lies obviously in the elimination of the 
“foreign” private sector in the countryside in the same 
way as it was uprooted in the towns. Through collect. visa- 
tion it is hoped both to increase agricultural production 
and to bring more manpower into the towns. Collectivisa- 
tion, however, has made little progress as yet. Only in 
Bulgaria do collective farms own over half of the total arable 
land. ‘The total socialised sector—both state and collective 
farms—accounts for about one-third of the arable land in 
Hungary and Czechoslovakia and for much less in Po!and, 
Rumania and Eastern Germany. The survey considers that 
more investment in agriculture—which now gets about 
one-tenth of total investment—and i in urban housing, wuld 
pay good dividends in bridging the gap between town .nd 
country, There are no signs, however, that the gov:rn- 
ments intend to deflect any important resources from the 
primary task of rapid industrialisation. 

Until eastern Europe has succeeded in carrying thr 
its revolution in the side there seems little hop. of 
a radical improvement in the standard of life of the urban 
consumer, Whether at this moment he derives any benefits 
from the ri pesscd paws pri deay OSS to say. But 
that the: Gatiiat sated ek eastern Europe is rising cap ly 
on he bel ok eevee: Somes, Seer seme Soh 
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eee best time oe 


take a trip to Canada 


Exhibitor space bookings indicate that 
the 1953 Canadian International Trade 
Fair will offer buyers greater opportunities 
than in any previous year. 


The C.LT.F. is internationally recognized 
as a fruitful source of new ideas, new pro- 
ducts, new contacts and new customers. 
Make it YOUR business headquarters 
for the North American Continent, in 
June, 1953. 


Come and see for yourself the wealth of 
opportunities for business with Canada 
and with other countries. 


IMPORTANT—write now for room reservations to: 
The Administrator, Canadian International Trade 
Fair, Exhibition Park, Toronto 2-B, Ontario, Canada 
—in the United Kingdom, write to Miss M. A. 
Armstrong, Canadian Government Exhibition 
Commission, Canada House, London. 
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CANADIAN 
INTERNATIONAL 
TRADE FAIR 





TORONTO, CANADA, JUNE 1-12, 1953 


OPERATED BY THE GOVERNMENT OF CANADA TO PROMOTE YOUR BUSINESS 


DRY FLY 
SHERRY 


< 


PRODUCE OF SPAIN 


WORKERS INTHETEAM 
Noonber 1 in a series 


MANY PEOPLE up and down 
the country will recognise this 
face with its twinkling eyes, and 
the battered old hat. Some have 
known Mark Ferris ever since he 
joined the company, thirty-seven 


His tremeridous energy, and his 
way of inspiring enthusiasm in 
others, were noticed. He was soon 
a ganger, and then a walking 
ganger with a number of gangs— 
sometimes as many as 1,000 men 






A gracious welcome to your guests 


20/- bottle - 10/6 half bottle 








The toughest jobs“re the ones ~ first employees to become a share- 
he likes best. His creed is that — holder in the Company. 
open air and hard work never He is a happy man, and a proud 
hurt anyone. His back is as broad = one. From Cumberland to Corn- 
and straight as ever, and his laugh wall there are jobs that were done 
as merry. Because he has always _ better and faster because he hada 
spoken his mind—bothtohismen hand in them. And the team that 
and to the “governor’—he has has men like Mark in it has some- 
earned respect. He was one of the thing to be proud of too. 


John Laing and Son Limited 

Building and Civil Engineering Contractors 
London, Carlisle, Johannesburg, Lusaka 
Established in 1848 
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Habib Bank Limited 


Established 1941 
Head Office : KARACHI (Pakistan). 


Authorised Capital ... Pak. Rs. 20,000,000 
Issued & Subscribed ... . Pak. Rs. 10,000,000 
Paid-up Capital .. Pak. Rs. 10,000,000 
Reserve Funds : ... Pak. Rs. 10,000,000 
Deposits as on 31/12/52 . Pak. Rs. 345,700,000 


In selecting desirable trade relations for exports and 
imports with Pakistan, Habib Bank Ltd., with 45 
branches spread over West and East Pakistan, can prove 
to be most helpful and you are invited to use our 
services. 

The Bank is fully competent to handle all foreign 
exchange business, including opening and advising of 
commercial letters of credit, collection of documentary 
bills, remittances, etc, 


OVERSEAS BRANCHES: Bombay, Calcutta (India) 
Colombo (Ceylon) and Rangoon (Burma) 


CORRESPONDENTS & AGENTS at all important 
cities of the world. 


SAYS MR. TOWER OF REFUGE. . 


“IN THE HOMES OF THE PEOPLE 
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$2 Million Daily Trade... 


That’s a measure of the two-way flow 
of goods between Canada and the 
United Kingdom! Why not explore 
the opportunities for expanding 
your business in this vast market ? 


British business men, buying, 
selling and manufacturing in 
Canada realize they can rely on 
The Canadian Bank of Commerce 
to give constructive, efficient 
banking service and valuable market 
information. Why not call on The 
Canadian Bank of Commerce yourself ? 


The Canadian Bank 


of Commerce 
2 Lombard Street, 
London, E.C.3 
Head Office: Toronto, Canada 
Over 600 Branches across Canada 
(Incorporated in Canada in-1867 with Limited Liability) 

















OUR REPRESENTATIVES PROVIDED 
SERVICE DURING 1952 ON NEARLY 
NINE MILLION POLICIES!” 

%& MORE THAN 250,000 MATURITY PAYMENTS, 


TOTALLING OVER £6,000,000, WERE MADE, 
AND £3,300,000 PAID IN DEATH CLAIMS. 


ASSURANCE 


COMPANY LIMITED 


Chief Office: Oxford St * Manchester 1 
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HERE are two major themes that run through the 
Government’s Economic Survey for 1953 (Cmd. 
R800), with the insistence of the chorus in a Greek 
play. The first is that 1952 was a year of climatic 
alterations, a year that saw “ the checking of inflation 
p the United Kingdom.” In it “the effects of com- 
paratively small reductions in personal consumption 
and exports were magnified by a big change from a 
phase of rapid stock accumulation to one of relative 
stability.” The result has been a sea-change in the 
overnment’s outlook on economic policy. “ Now that 
otal demand is no longer excessive,” report the 
authors of the Survey, “ economic activity has become 
much more directly dependent on the assessment made 
maby business people of economic prospects.” In other 
words, demand is at last sovereign, and the Government 
apparently now considers its task to be to see that 
demand is kept up in the right places and down in the 
wrong ones; in all other postwar years its task has 
been the simpler but grimmer one of secing that total 
demand was kept down, by hook or by crook, to match 
the level of potential supply. 


This supposed change in climate and in necessary 
objectives inevitably raises some anxious questions, 
especially about the shape of the coming budget. 
Economists will be concerned to search the Survey for 
clues on whether any stimulus that is given to demand 
is in fact likely to be injected in the “ right places”— 
in particular, whether it will go to those industries that 
ought to expand their share of national production if 
long-term solvency is to be attained, or merely to those 
that have some present slack in resources (and will 
want 10 be relieved of the tiresome necessity of releas- 
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I—Demand Becomes Sovereign 


ing them for more vital industries). A wider public, 
perhaps, will be content to search for clues to a simpler 
question: how much will the Chancellor have to hand 
out on April 14, and who is likely to get it ? 

The second major feature of the Survey, however, 
is that the Government refuses to give any detailed 
answer to these questions. There are hints a-plenty— 
they are discussed in some detail in the concluding 
section of this article—but the recurrent theme 


TABLE I.—CHANGES IN REAL SUPPLY AND DEMAND 


Govt's original | Actual outturn 


Ho for in 
1952-53 1952 
million at million at 


1951-52 prices) 951 prices) 














Increase in gross national product + 250 — 100 
Increase in Govt. expenditure.. + 325 
Available for private sector. ... — 425 
Personal consumption......... — 110 
Fixed investment............+ —- 3 
Investment in stocks and work- — 450 

ID-PTOBTESS, . oe osccewsrsovess —_—— 
Change in private demand ..... — 595 





Available for improving external 
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throughout is that any quantitative assessments of the 
trends of total demand and supply—and thus of the 
scope for tax reliefs—cannot or ought not to be made 
in a Survey of this kind. One reason for this is that 
the Survey is meant to be a statement of the-facts or 
guesses on which policy is to be based, and this year 
many of these facts and guesses (about potential supply 
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as well as about permissible demand) will depend on 
that policy itself. A second reason for caution is that 
the guesses were so wildly wrong last ume. 

The outstanding feature in the background to 
economic policy in 1953, in fact, is that Britain’s 
unexpectedly great recovery in 1952 was achieved for 
a number of entirely unexpected reasons. This is clearly 
demonstrated by Table I, which shows the changes in 
real demand and supply in 1952, and compares them 
with the Government’s original hopes and expectations 
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on ts bee a 1952-53. It will be seen at ong 
that the private sector of the economy had some {525 
million less resources available to it than the Govern 
ment had expected, but that it cut.its demands on thoy 
resources by some £345 million more than the Gover, 
ment had dared to hope. Even so, the resources available 
from current supplies for improvement of the externg 
balance in 1952 amounted to only £170 million. com 
pared with the £350 million that the Government had 
hoped for in the financial year 1952-53. 


II—The External Surplus 


H OW then, with only £170 million of reduced sirain 

on its internal economy, did Britain achieve the 
extraordinary improvement in its external accounts ? 
As Table II shows, the swing-round from 1951 to 19§2 
is now estimated at £572 million—from a deficit of 
£402 million in 1951 to a surplus of £170 million in 
1952 (both figures exclusive of defence aid). No less 
than. {£569 million of this improvement was due to a 
reduction in payments for imports ; yet the authors of 
the Survey believe that there has been no net fall in 
domestic stocks of imported commodities—consump- 
tion of imports fell in line with, and in some instances 
faster than, the reduction of available supplies. 

The explanation of this apparently incongruous 
arithmetic is to be found in two special factors, and 
to some extent non-recurring ones, that are not recorded 
in Table I. In the first place, there was a sharp reduc- 
tion in British-owned stocks on the high seas last year. 
The values of British imports paid for but not yet 
received, and of British exports shipped but not yet 
paid for, were more than {100 million lower at the end 
of 1952 than at the end of 1951 ; incidentally, these 
variations in the time lag between shipments and 
receipts—together with increased exports of second- 
hand ships (which are also excluded from Table I, since 
they did not pre-empt current resources)—explain why 
the monthly trade accounts provided so misleading a 
record of Britain’s external recovery throughout 1952. 

The second main factor in bridging the difference 
between a release of only £170 million of real internal 
resources and an improvement of {£572 million in the 
external balance was the favourable movement in the 
terms of trade. Britain’s export prices rose by some 
5 per cent last year, while its import prices fell by 2 per 
cent ; on a total trade turnover of nearly £5,800 million, 
these two price movements strengthened Britain’s 
balance by about £330 million in 1952, or by twice as 
much as Mr Butler had originally thought they would 
do in 1952-53. As some offset to this, however, 


Britain’s net invisible earnings deteriorated by £85. 


million last year, whereas the Treasury had originally 
hoped for an improvement of perhaps {100 million. 
Abadan and the rise in military expenditure overseas, 
together with the fall in dividends from Malaya and the 


increase in interest payments on the sterling balavc«,f 
had a sharper adverse effect than had apparently bers 
expected. 

To some extent, therefore, the improvemen: in 
Britain’s external balance last year was not so good a3 
the bare figures make it look. Only £170 million of 
the total turn-round of £572 million was due to internal 
disinflation ; most of the rest was. due to a favourable 
movement in world prices (which may soon be reversed) 
and to the highly technical—and once for all—factor 
of the time lag. But there is a brighter side to th 
picture than this. The cally significant feature of 
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TABLE II—U.K. BALANCE OF PAYMENTS 
(£ MIDLION) 
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Britain’s external recovery last year was not the extent 
of the total improvement nor even of the massiv:— 
and remarkably easily absorbed—cut in imports, it 


lay instead in the fact that £520 million of that total 
improvement and {£529 million of the total cut in i- 
ports occurred in trade with the non-sterling countries. 
The result, as Table II shows, was that Britain achieved 
a surplus of £44 million with these countries in the 
second half of 1952, compared with a deficit of £99 
million in the whole of t9§1. | 
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Meanwhile, the overseas sterling area countries, 
hich are believed to have been in exact balance with 
n-sterling countries in the first half of 1952, achieved 
surplus of £135 million with them in the second half 
\f the year. When receipts of defence aid are included, 
herefore, the whole sterling area had a surplus of no 
-ss than £242. million with the non-sterling world in 
he second half of 1952, compared with deficits of £165 
nillion in the first half of the year and {£531 million in 
951. The constituents of this recovery are shown by 
he figures in parentheses in Table IT. 


For 19§2 as a whole, therefore, the sterling area 
pchieved a non-sterling surplus of £77 million ; this is, 
{ course, at once the sum of the direct non-sterling 
surpluses listed above, and of the overall deficit of £214 
ullion incurred by the overseas sterling area, plus the 
‘MM verall surplus of £291 million (including receipts of 
“Gg@icience aid) achieved by the United Kingdom. In 

,ormal circumstances this latter surplus would have 
1Gbcen sufficient to finance a fair measure of productive 
verseas investment and to add to Britain’s hard 
urrency reserves. Unfortunately, 1952 was not a 
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ral normal year. No less than £410 million was required 
ible HB. repay overseas sterling balances (which must now be 
sed) down to about £3,400 million, compared with £4,168 
ctor 
the 
of i 
Iii—Slack in 
4 | D ypetcie>- had begun to regain its hold on the 
— economy early in 19§1 ; during 19§2 its grip was 
192 extended and tightened. The recession in textile sales 
that had followed a brief post-Korea boom deepened 
i. fag and became more general in the first half of last year. 


* Belt was then strongly accentuated by import restrictions 
broad that partly strangled demand for exports not 
» [aonly of soft goods but of the durable consumer goods 
i* He made of metal, such as motor cars and refrigerators ; 
s» (and in their turn some of the industries making capital 
equipment for consumer industries felt the slackening 
. Wo! demand. By the second half of 1952 


the buyer’s market extended over a considerable range 
08) of engineering products in addition to motor vehicles, 
and there was a fall in the number of new export orders 
received, though there were some signs of a recovery at 
the end of the year. 
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The physical brakes on output that had been familiar 
since the war—capacity, manpower, and materials— 
limited output in 1952 only in certain basic and heavy 
industries: coal, stéel (of which the general shortage 
during the winter of 1951-52 and general mal- 


ctent 


~~ 


total 


.__ fg “stribution ever since contributed to the slowdown in 
| a | cngincering), shipbuilding and some other heavy capital 
a equipment, the building industry (except for repair 
ia work’. and agriculture. ssi 
(699 7 Uncer both types of influence, the postwar rise in 





indusirial output had already flattened in 1951 ; and 











7 
million in mid-1951), while only £109 million (com- 
pared with £325 million in 1951) was devoted to long- 
term investment overseas ; the gap between the sum 
of these figures and the United Kingdom’s surplus of 
£291 million had to be made up by a diaft of £175 
million. on the gold reserves and a net addition of 
£53 million to Britain’s debt to EPU. 


Now that the sterling balances are down to a more 
reasonable level, the Government hopes that there will 
be some slackening in claims for their repayment. On 
this basis it believes that an annual surplus of “ some- 
thing like £300-£350 million ” will enable the United 
Kingdom to meet its commitments for productive over- 
seas investment ; provided the overseas sterling area 
plays its part, such a surplus should allow for some 
strengthening of the gold reserves as well. The Survey 
emphasises that this estimate of £300-{350 million 
makes allowance for some capital receipts by the United 
Kingdom. Since those capital receipts are unlikely 
to exceed last year’s receipts of {121 million of 
defence aid, since import restrictions will clearly 
have to be loosened, and since the improvement 
in the terms of trade may now be coming to a halt, 
attainment of this goal will demand a formidable 
increase in exports. 


the Economy 


after the first quarter of 1952, output fell sharply to 
some §-6 per cent below mid-1951 levels. During 
October and November, it recovered almost to the 1951 
level ; and it has stayed a point or two less than a year 
before up to the latest month on record (January this 
year). The fall of some 3 per cent in industrial output 
between 1951 and 1952 might have been expected to 
reduce the gross domestic product by some. {£250 
million at 19§1 prices ; but the Survey puts the fall at 
proportionately less, “ perhaps no more than about ‘1 
per cent, equivalent to a loss of approximately {100 
million at 1951 prices.” That assumes a countervailing 
rise in non-industrial production—mainly agriculture, 
transport, distribution, public administration, and other 
services—of perhaps {150 million, but the Survey 
does not explain how or where this rise occurred. 
Within industry, the readjustment of 1952 was pro- 
found, though partly concealed. Employment declined 
less than production ; output in manufacturing indus- 
try, with only 1 per cent fewer workers, was down by 
4 per cent. Unemployment reached 2.2 per cent 
(468,000) in April, and in May 5} per cent of the 
operatives in manufacturing industry were working 
short time. Employers thus held on to labour in the 
hope that demand would revive ; with machines as well 
-as men under-employed, productivity fell. Industrial 
consumption of mest imported raw materials fell faster 
than imports did, so that stocks of these materials rose ; 
so did stocks of ‘steel and coal. On the other hand, 
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retailers, wholesalers, and manufacturers of goods for 
which demand was slackening were reducing their 
stocks and work in progress, thus accentuating the 
effects of the decline in current demand upon produc- 
tion. From “incomplete information” the Survey 
concludes that “ the total volume of stocks and work 
in progress in the United Kingdom at the end of 1952 
was little different from that at the beginning of the 
year ’—apart from the decline of £100 million in 
stocks on the high seas. 

Last year’s policies of taking demand off the metal- 
using industries were thus to some extent overtaken 
by events. The emphasis then was upon efforts to 
curtail industrial investment in plant and machinery ; 


TA BLE IlI—GROSS FIXED INVESTMENT BY INDUSTRIES 
({ MILLION AT CURRENT MARKET PRICES) 





; i | 
| 1948 1949 1950 1951 | 1952 
} 
LAT 


Expenditure on equipment and buildings i 








Agriculture, forestry and fishing...... 88 i. sg} 92 85 
Se ay eee UWS Vi gene eek 31 | 38 | 34 | 37 48 
Manufacturing industry ...........+.. 373; 420 492 | 585 625 
Electricity, gas and water .........0. 136 | 167 | 196 } 221 245 
Transport and communications® .,.... 237 260 245 | 235 245 
New housing ...... ; ins Rhea 340}; 315 315} 335 430 
Social services and administration .... 70 | 92 lil; 125 135 
NE Sco ba Paes 5% vee See eeedy 143} 170; 164} 179} 140 
ie eintpade hice 'iioes aging sali MeansiadieiiRthdabaiebaibigas 
Tora i desdh be aod bate ekeae. t Ae Tae ee 1,809 | 1,953 
Legal fees, stamp duties, etc. .......... 46 | 49 51 53 | 47 
Tora gross fixed investment ...... 1,466 | 1,599 | 1,697 | 1,862 | 2,000 
Of which | 
Vehicles, ships and aircraft .......... | 272] 300} 283} 283] 275 
Plant and machinery Pikes eten 2 eee 586 675; 794 870 
New buildings and works and improve- by 
ments to existing buildings ........ | 676 713 739; 785) 855 
| i 
* Excluding the road goods transport industry which is included in “ other.” 


and, in real terms, it did indeed fall slightly over the 
year as a whole. But overseas demand for certain types 
of capital equipment, and for motor vehicles generally, 
was already falling. Later in the year, therefore, the 
domestic quotas originally projected for items such as 
motor vehicles were much exceeded ; yet home invest- 
ment in plant and machinery is stated to have fallen 
fairly sharply between the first and second halves of 
the year. 

The re-phasing of defence production could not take 
demand off the metal-using industries until the end of 
1952; during the year as a whole defence took an 
increasing share of an unchanged output of metal goods. 
By the end of the year defence production in these 
industries had reached the rate of some {£500 million 
a year; “no substantial increase above this rate” will 
be allowed. At that rate, defence would account for 
about one-seventh of the current output of metal goods, 
against one-twelfth in 1951 and one-eighth in the whole 
of 19§2. 

The varied experience of the metal-using industries 
in 19§2 emphasised the diversity of the manufactures 
that are lumped together into this ragbag of a category, 
and therefore the dangers of basing hopes upon any 
assumptions about their unified behaviour. In 1952 
the total output of these industries seems to have been 
about the same as in 1951; their exports declined 
slightly in volume, but rose 8-9 per cent in price and 
made up 44 per cent of the total value of all exports 
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in 1952, against 41 per cent in 1951. In most of th 
metal-using industries the volume of orders on hang 
at the end of the year, particularly for export, was well 
below the volume a year earlier, says the Survey. Met, 
consumer goods were facing sales resistance at home 3 
well as abroad ; at the other end of the scale “ many 
important export industries» especially those muking 
heavy machinery, are still well booked up with orders.” 
But this is by no means true of all capital equipment; 
and those industries in which demand remains high, 
such as shipbuilding, locomotives, aircraft, and heavy 
electrical goods, make up a fairly limited part of the 
whole engineering group. The Survey makes some 
play with the fact that industries whose order books 
have shortened can now offer more favourable delivery 
dates. This is obvious, and may be important where 
orders have been lost to foreign competitors rather than 
through lack of demand ; but too much should not bs 
made of it. 

The flow of manpower within the economy in 1952 
had expected. The engineering group as a whole, for 
example, showed no net gain in manpower during the 
year ; and though employment in textiles was down by 
about 55,000, this group of industries had been regain- 
ing labour fast in the later months of 1952 (and added 
12,000 more in January). The lack of growth in the 
engineering group as a whole, however, concealed im- 
portant shifts within this group ; labour flowed from 
factories making metal consumer goods into the defence 
industries and some of the busier capital equipment 
industries, and even the shortage of skilled labour was 
moderated during the year. 

The survey declares that it is too early to assess the 
significance of the general revival in the textile and other 
industries in the second half of 1952, “ or to estimate to 
what extent it marks a change from the conditions of 
demand which prevailed earlier in 1952.” Clearly, 
considerable slack has existed in the consumer goods 
industries since 1951; and in 1952, 

overseas demand remained high only for the heavier 

types of capital equipment, so that the policy of restrict- 

ing home demand for metal goods in order to expand 

exports did not have the full results it would have 

achieved had world demand been maintained. 
This year, the Survey concludes, resources should be 
available in the metal-using industries to provide for 
increased production of capital goods, both for home 
investment and for export. With adequate supplies of 
coal, ample supplies of steel, and no real shortage of 
other industrial materials, there is little doubt that the 
materials exist to. support a considerable increase in 
industrial production in 1953. Labour has become 
somewhat more mobile, and the reserve- of manpowet 
exceeds the vacancies immediately available. The 
economy may be, as the Survey argues, in healthier 
shape to meet any increase in overseas demand than for 
some years past. But production no longer depends 
upon the mere assembly of resources. “ What then,” 
the. Survey asks, “are the prospects for demand ?” 
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O this crucial question the authors of the Survey 

studiously refrain from attempting any detailed 
answer—partly, no doubt, because they cannot know it 
in detail, but chiefly because even the attempt might 
reveal too much of the Chancellor’s budget intentions. 
They do give, however, some significant indications of 
the way his mind may be shaping. 

Having claimed that the first objectives set in 1952 
have been handsomely attained, the Survey now 
reaffirms the longer-range objectives agreed at the 
Commonwealth conference, and the Government’s 
determination to m&ke Britain safe from the threat of 
recurrent crises. Past experience might make this an 
ominous pointer to the coming budget, since the post- 
war two-year cycle of recovery and crisis has been very 
largely attributable to the fact that external surpluses 
in the recovery years have never been attained without 
either drawing upon, or insufficiently adding to, stocks. 
This stoppage of stockbuilding has happened again in 
1952—and there has also been the once-for-all 
depletion of stocks in the overseas pipe-line. Does 
this mean that the shadow of a new crisis may 
loom ahead because of the strain of re-building 
stocks in 1953 or 1954? 

By implication, the authors of the Survey would say 
that this question cannot be judged by past standards, 
and for two reasons. First, they would emphasise the 
slack caused in the economy by the fall in demand, so 
that a reserve of potential output is available to meet 
any sudden increase in strain. Secondly, they would 
point out that the cessation of stockbuilding has itself 
been brought about mostly by the deliberate actions 
of business men (Government stocks of imported goods, 
the changes in which are less sensitive to the mood of 
the markets, have actually risen), partly in direct 
response to the new monetary policy and partly because 
of the general atmosphere of mild disinflation that it 
has helped to produce, so that precautionary hoarding 
of supplies has virtually ceased. 


The first of these unfamiliar circumstances, the slack, 
suggests not only that output should rise if demand 
rises, but also that it may be expedient actually to 
stimulate demand—so long as that can be done in such 
a way as to promote the most vital types of output, 
and without prejudicing other vital objectives. The 
crucial need is for additional exports ; but since these 
are mostly limited by overseas demand rather than by 
exporters’ production, virtually the only ways of pro- 
moting exports by domestic policy are (1) to encourage 
industrial investment that will reduce export costs in 
future ; (2) to check any rise—and, if possible, induce a 
fall—in export costs now, to help Britain to capture 
a larger share of the (limited) overseas demand. 
The second unfamiliar circumstance, the change in 





IV.—Scope for ‘ Incentive ”’ Budgeting ? 


stockholding habits, suggests that even a substantial 
increase in production might not, after all, create as 
great a need for additional stocks and work-in-progress 
as earlier postwar experience might suggest—provided, 
of course, that no new inflation is permitted. 

With these new circumstances in mind, what shape 
might -be envisaged for the balance sheet of real 
resources in 1953 ? If production merely maintains its 
present level, its total for the year should be {250 
million or so above that for 1952; but this would 
mean that the rising tendency of productivity had 
entirely stopped since the second half of 1951. Given 
a sufficient demand, therefore, the potential gain in 
production should be substantially greater than £250 
million. The Survey points to several known sources of 
expanding demand. In the calendar year the central 
government is likely to absorb an additional {£125 
million of real resources, mainly on defence (though 
only £70 million more in the fiscal year 1953-54), whilst 
local authorities may take a further {25 million. The 
ultimate target for new houses is reaffirmed at 300,000 a 
year, and new building will expand further this year 
(partly because of the relaxations on office building and 
the rise of defence building to its peak), but building re- 
pairs will decline further as war damage work dwindles. 
But, although these investment demands, and also those 
of certain basic industries, may be somewhat larger, the 
authors of the Survey seem to doubt whether other 
industrial investment in plant and machinery will rise 
at all unless some new stimulus is given. 


Consumption, after its fall in the first half of 1952, 
has since shown a rising tendency, but the minor 
boomlet that developed in some directions just before 
Christmas seems to have subsided. An unexpected 
feature is that the cuts in the food subsidies last 
year imposed a smaller burden ({55 million) upon con- 
sumers than the value of the countervailing social reliefs 
(£60) ; but this odd relationship may be mildly reversed 
this year. 

The impression that this rather tedious arithmetic 
leaves is that if the potential scope for additional output 
is regarded as substantiali—say, over {400 million— 
then some stimulus of demand may be needed to bring 
forth any larger increase than that: The big question- 
marks over the budget are the size ef the potential, and 
the extent to which any efforts to mobilise it would 
threaten renewed pressure upon industrial costs or 
impede the still highly desirable switches of labour to 
certain capital goods industries. And if the answers to 
these questions suggest that there is safe _ scope for 
granting a stimulus, it is towards industrial investment 
and general incentive that the relief should go. The 
Chancellor this year may have an enviable opportunity ; 
but he likewise has an unenviable responsibility. 
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Management among Builders 


HE war smashed the complex, hair-spring adjust- 
ments of house-building under prewar private 
enterprise. The large contractors, who had hitherto 
done little house-building, came out of the war with 
more trained labour, organisation and machinery, but 
relatively less outlet for it except house-building in view 
of the restrictions on commercial and many other forms 
of construction work ; the small “ general builder ” had 
waxed fat on war damage at cost-plus and also was 
ready to try his hand. But the specialist builder, who 
had made a profit in house-building, had been out of 
the game for six years, “ pooled” on war work ; his 
specialist teams were scattered, his organisation and 
capital dissipated. 

At the same time, local authorities became the sole 
building agents ; the builder became simply a contrac- 
tor organising sub-contractors. There was no undue 
risk, or seemed none ; firms rushed in and tendered 
successfuliy who had never built houses before the war 
and would have been bankrupted if they had tried. The 
big contractors turned largely to houses and flats ; the 
engineering industry was given the chance to put 
surplus wartime capacity to use in providing non-tradi- 
tional houses ; and the small builder expanded in the 
inflationary sunshine. Success ceased to be measured 
by the tightness of organisation on the site and instead 
depended upon skill in the procurement of materials. 

The management concerned with building houses, 
therefore, was far less experienced and economy was 
subordinated to output. Shortages of materials, 
inadequacies in transport, and lack of knowledge pro- 
cuced site delays, which inflation aggravated by putting 
a premium on the over-ordering and hoarding of 
materials. Labour, on the other hand, was scarce under 
conditions of full employment, piecework was impos- 
sible or ineffective, and to indiscipline was added every 
discouragement in the form of site delays. Builders 
adjusted their organisation to. the tenders that they 
could secure, instead of planning production ahead to 
fit exactly the potential of their organisation as they did 
before the war. And the builder’s ambitions were no 
longer tempered by the need to risk his own money. It 
was—and still is—possible for an experienced and care- 
ful builder to lose his best men to an inefficient rival 
who by cutting margins too finely has obtained a larger 
contract than he can handle. This means trouble for 
the inefficient man in the long run—but it may put the 
efficient man out of business in the short run. 

These difficulties were increased rather than lessened 
by the greater use of architects and surveyors by local 
authorities in the designing and planning of houses. 
Houses have undoubtedly been better designed, but the 
rigidity of specifications and nomination of sub-con- 
tractors by architects has deprived the builder of his 


ability to make. do and substitute. Expensive met! od3 
have sometimes been forced on the ipuilder with a: cn- 
dant delays ; and the process of saving the nation {com 
the jerry-builder has been paid for at unnecessary 
expense to the ratepayer. . Architects knew little about 
the technology or economics of house-building bet ore 
the war, and many builders deny that they have learnt 
much since. They are certainly responsible for |ong 
delays in completion of contract documents and ‘hey 
have utterly failed to encourage improved cost planning. 


* 


The situation on the site has thus been transformed. 
It used to be self-adjusting ; today time-keeping and 
supervision are necessary, but in addition the builder’s 
foreman must be the site organiser, adjusting the 
phasing of operations to irregular arrivals of materials— 
sometimes materials that must be used in a new way cr 
with the greatest economy, so that adaptation is the 
order of the day. The foreman has often to improvise 
because there has been inadequate pre-planning, which 
itself is the result of delays in placing contracts after 
the acceptance of tenders. Differences of efficiency 
among builders are shown by the very wide variations 
in man-hours required to finish identical houses— 
between 1,565 and 4,645, according to one enquiry. 
The pre-war builder roughly calculated that he put up a 
house a year per man employed ; to-day it would be 
nearly a house per two’men, , 

It is not surprising that costs have soared in these 
circumstances ; it is remarkable that they have been 
held at all. The delays and disorganisation caused by 
local authority control are put at £100 per house by 
knowledgeable builders. Lowered productivity must 
account for at least a further {100 ; according to a work 
study conducted by the Building Research station in 
1947, a quarter of the manhours consumed in putting 
up the shell of a house were wasted by unavoidable 
delays from such causes as weather or non-arrival of 
materials, while one half was wasted avoidably— +o 
that brickwork that cost £335 to erect ought to have 
cost only £245 at the most. 

Incentive schemes have reduced this waste only whca 
associated with management and organisation of pr:- 
war quality. An increasing minority of ‘firms are able 
to operate bonusing’ schemes successfully, fixing a pri-¢ 
for the job which repays in speed of completion 31 
increase in wages-cost which may raise a mais 


remuneration from £12 to £16 a week, though inceu- 
tive payment has not in general proved the panac: 
some people hoped. The large contractor, in particul:, 
offsets his high overheads for transport and. site supe ‘- 
vision by good phasing and a measure of pre-plarinin :. 
A progress. department follows up. deliveries to si':, 
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with a special section to concentrate on any critical 


sbortages that threaten costly delays. Delays arising 


{rom weather are minimised by both. pre-fabrication 
and site-fabrication. Components are delivered ready to 
fx, and every house is treated as an “ issue,” controlled 
by tight stock control that aid forward planning ; roofs, 
{or example, are sawn and assembled under temporary 
cover, which also houses portable power to drive tools. 
While the small builder’s foreman may be beaten by 
technical problems arising out of unfamiliar materials, 
the large contractor is often able to ring the changes on 
substitutes and non-traditional components, which his 
research department can examine so that they can be 
delivered to site ready to fix. 


Nonetheless, large contractors are disposed, even 
now. to take a Cautious view of their contribution to 
housing method. Though they build competitively in 
concrete and steel, by dint of mechanisation and organi- 
station, they take only large contracts, not less than 100 
houses, and only thus do they show as good results as 
the traditional house built by an efficient medium-sized 
builder. They doubt their ability to deal in small batches 
on odd sites, which still make up the bulk of building, 
and in future may make up an ever greater proportion 
of it. Nobody is more conscious of the sheer natural 
competitiveness of bricks, mortar, wood and craftsman- 
ship than those who have developed other materials 
successfully. 


Non-traditional methods are making an ever-larger 
contribution to productivity, but many hasty assump- 
tions have been falsified. Both the steel and aircraft 
industries proved that they could build largely pre- 
fabricated houses in quantity but they cost more and 
the difficulties of site-preparation, transport, phasing, 
labour-management and the general rough and 
tumble of building astonished and discouraged their 
advocates, who were inclined to think in terms 
of smooth factory production. Nonetheless, before 
metals had to be taken off the housing menu, 
some systems were nearly competitive. Pre-fabricated 
houses for export are now considered competitive with 
traditional houses in cost, and indeed exports rose from 
{80,000 in 1949 to £7 million in 1952. No less signifi- 
cant, the schools traditional and non-traditional build- 
ing programme has shown what can be done by 
planning by engineers, architects and local authorities 
in concert with scientific research. Between 1949 and 
19§2 the cost per place in schools was reduced by 50 
per cent ; the area per place was reduced by 30 per cent 
and the cost per square foot by 22 per cent despite the 
nse in building costs. Standards were raised. and the 
cost and quality of non-traditional building compared 
favourably with traditional (besides being carried out 
without diverting craftsmen or materials from housing). 
It proved to be much faster in terms of site-time. 

Much, therefore, has been learnt from experiment, 
and building has been enriched by new materials that 
fit well into any system. Outstanding examples which 
have eased shortages and reduced costs are Thermalite 
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breeze blocks made from power station waste products 
for walls and partitions ; rubber floor coverings which 
enable the builder to dispense with wood boards upon 
a concrete: ground floor (and would do the same for 
upper floors if pre-stressed concrete was competitive 
with timber at £97 a standard, which in Britain, unlike 
France, it is not); plasterboard for ceilings and quick- 
drying plasters ; quick-drying plastic and emulsion 
paints ; pre-jointed plastic or copper plumbing. But by 
contrast, interior finishing is still in the hands of the 
plasterer using methods unchanged since the middle 
ages: in this and in other ways the craftsman is indis- 
pensible to the process of joining, waterproofing and 
“ covering over ” which is the art of house construction. 

The same may be said of mechanisation. Site-pre- 
paration is eminently work for the digger and earth 
shifter—but not where the land is uneven. Few contrac- 
tors would care to compete with the pre-war subcon- 
tracting gangs who would dig the foundations and sewer 
trenches of a house at {£10 a time with spades 


STRUCTURE OF THE BUILDING INDUSTRY 











(May, 1950) 
General building* | Specialist buildingt 
Size of : Rs 
employing firm . fee . 
No. of No. of No. of No. of 
firms ‘operatives firms (operatives 
Employing 0 operatives 45,524 |... a Le 
. 1-5 a 45,018 | 106,488 4,006 | 9,596 
“0 6-10 - 11,629 88,561 1212 | 9,185 
os 11-19 i 6,818 97,582 731 | 10,440 
a 20-30 ea 3,473 84,393 371 8,934 
ie 31-50 a 2,484 | 96,770 291 11,205 
es 51-70 i 990 59,273 129 | 7,649 
me 71-99 1 727 ; 60,716 89 7,441 
» 100-499 _,, 1,065 | 200,931 148 | 3,275 
» 0-999 _,, 80 | 53,952 14 | 8,643 
» 100-4,999 ,, 49 91,938 7 | 11,556 
» 5,000 and over.. 4; 33,153 co 


117,861 | 973,757 


10,703 | 114,924 


* Covers general builders, building and civil engineering con- 
tractors, plumbing, joinery and carpentry, painting, roofing, 
plastering, glazing, demolition, scaffolding, shopfittters and mis- 
cellaneous firms. 

+ Covers constructional engineers, reinforced concrete specialists, 
heating and ventilating, electrical contractors, asphalt and tar- 
sprayers, plant hiring firms and flooring contractors. 


and barrows. Mechanisation, like prefabricated com- 
ponents, pays off only on long runs and with adequate 
working capital. 

Thus, in the last analysis, economic and managerial 
considerations prove more important than technologi- 
cal. Indeed, technological applications that seem 
promising will await reorganisation to produce their 
results for productivity. The problem is not to equip 


the large contractor—though taxation precludes him 


from investing in all the machinery he needs—but to 
provide the small man with tower cranes of 
mechanical diggers when he can use them. The con- 
cluding article will examine the conditions in which 
developments already helping to increase productivity 
can be speeded up. . 
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Business Notes 





A £400 Million Shortfall 


HE out-turn of the Budget for 1952-53 proves to be 
+ even more unsatisfactory than seemed likely a few 
weeks ago. Last summer, when the gap between per- 
formance and budget expectations first became large, the 
official view was that most of it would be closed by an im- 
provement later in the year. But in fact the improvement 
lasted for only part of the “ revenue” quarter just ended, 
and for the whole of it the surplus was a mere {7 
million better than in 19§2. _Hence the year ends with an 
* above-line ” surplus, after provision for sinking fund, of 
only £88 million, whereas the budget had envisdged a 
surplus of £511 million (including the £80 million of net 
savings expected from cuts in subsidies not actually shown in 
last year’s financial statement). The shortfall from the 
budget expectations therefore amounts to no less than £423 
million. By comparison with the actual results of the pre- 


THE DEFICIT ANALYSED 


(£ million) 




















EXPECTATION Ovut-TURN 


Expected 
change*rom 

1951-52 
Out-turn 


Original 


Qt1.&9 co er| Actual 
"4 951-52 19 . x 
Estimates 1951-52 | 1952-55 


Chaage 


Ordinary Revenue ............ 4661 | 4228 | 4433 4,439 (+ 5 
Total Above-line Expendi- i 

ture i 
Debt Service (including sink- 

ing fund) 575 | +3 541 612 + TL 

Other 3,660 +147 3,513 3,824 +-31L 

4235 | +18) | 4054 4,436 | 4382 

Les Defence Aid ......... 85 — 85 a 85 ~ 85 


4,150 + % 4,054 4,351 4-297 
Ordinary Expenditure i 
Above-line Deficit or Surplus... . + $11 +13] 380 +. &8 ~~ 292 
Below-line Expenditure (net)... . $- 2? 


-~ 006 | + 45 501 § 524 





Overall Deficit . 


—iITt§  —436 | —265 


vious fiscal year, which closed with an above-line surplus 
of £380 million, the deterioration as shown by the 
Exchequer returns is £292 million ; but the true deteriora- 
tion is £85 million worse than this, because defence expendi- 
ture in 1952-53 was brought into the accounts only after 
deducting that amount drawn from the sterling “ counter- 
part” fund for defence aid. 


The “ below-line” account, however, showed a small 
improvement on 1951-52 experience, though it fell short of 


the budget hopes. Net expenditure below-line absorbed 
£524 million, compared with £526 million in 1951-52 if 
net charges to the Civil Contingencies Fund in that year are 
excluded and £551 million if they are included. The upshot 
therefore, is an “overall” deficit of £436 million on the 
basis adopted in the Exchequer return, or one of {521 
million on the basis comparable with 19§1-§2, when the 
deficit was only £171 million (or £145 million if the net 
borrowing from the CCF is excluded). On the first basis, 
the Chancellor had budgeted, in effect, for an overall surplus 
of £5 million ; on the true basis he was budgeting for a 
deficit of £80 million (i.c., ignoring the “ counterpart” 
fund). 


Disinflation Hits Revenue 


HE causes of this disappointing performance are distri- 

buted more or less equally between the shortfall of 
revenue and the unexpectedly large rise in expenditure. As 
the accompanying table shows, the budget envisaged an 
expansion of revenue by no less than £228 million, but it 
actually rose by only £5 million. Income tax, which had 
been expected to yield £136 million more, rose by only {67 
million ; profits tax (including EPT), expected to rise by 


THE TREND OF REVENUE 
(g million) 










Twelve months to 
Mar, 31, 1953 


Estimates for 
full year 1952.55 


' 
| Change on 


Budget | Expected 
Actual | 1951-52 


estimate | change oa 







Cae ee ee eee eee ee eee eee eee 


WARIO. Soin dis Ag ws o BE eR RO 
Profits Tax and Excess Profits Tax 
Excess Profits Levy c 
Other Inland Revenue Duties .... 
Special Contribution 










Lttp itt 


Total Inland Revenue 


seveeunee 2,618-7 + 256-7 

Customs and Excise— Pee 

Cemtetlie fio i os eka seek 1043-5 | O 

TE pr genet ee pe 772-0 | 4 t 

Total Customs and Excise ..,. neis-s «+ 637 
Motor Vehicle Duties... 2... 2... ae s 64-1 ae f 
Surplus Receipts from certain Trading 

OT VMN 6 To ah, tia Goh i cise ee ek Wk * 12-0 ~ d 
Post Office (Net Receipts) ......... cup 
Beoadecast Receiving Licences -..4.. 60 | + oF 
Receipts from Sundry Loans .:..... 


Miscellaneous Receipts .. 02... ...... 


eeeeee 
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£137 million, rose by only £61 million ; customs and excise 
vielded only £12 million more, whereas £64 million had 
been expected. With the exception of surtax (£7 million 
above estimate), motor duties and miscellaneous receipts 
(gown by only £22 million, instead of the expected fall of 
(29 million), every revenue item disappointed the budget 
expectations. This experience, which contrasts sharply with 
that of earlier postwar years, reflects very clearly the swing 
{rom persistent inflation and sellers’ markets into an almost 
world-wide climate of mild disinflation and buyers’ markets. 
To the extent that this is so, the revenue shortfall, as such, 
is not quite so disheartening in its implications as it may 
seem at first glance ; it certainly cannot be judged simply by 
past standards. 

The force of disinflation has also had some impact on the 
expenditure side of the account. The new monetary policy, 
which has played an important part in bringing about 
Britain’s recovery in 1952—as the Economic Survey clearly 
shows—has been partly responsible for the addition of £63 
million to the interest cost of the national debt ; and sinking 
fund provision has also been larger. This influence, how- 
ever, accounts for only a small part of the total rise in above- 
line expenditure—by £297 million, without counting the 
{85 million that is concealed in the accounting of the 


m counterpart fund. At the time of the budget an increase 


of only £96 million was envisaged. Not all of this 
uncovenanted growth of expenditure, however, represents 
true current expenditure. Last year’s estimates presup- 
posed a decline in Government stocks, but, in fact, these 
stocks have increased. 


Gold—Fixed and Free 


N an election speech at Johannesburg last week Mr 
Havenga, the South African Finance Minister, let a 

long-suspected cat out of the bag when he declared that Mr 
Butler “ pressed the case” for a higher dollar price of gold 
during his recent discussions in Washington. This does not 
mean, of course, that there are yet any great grounds for 
hoping that this pressure may be successful. But the ster- 
ling area’s interest in this matter is underlined by new pro- 
visional estimates of world gold production in 1952; as 
the accompanying table shows, sterling area countries are 
believed to have produced some 14.6 million ounces of 
gold last year, out of a total world production of 26.4 
million ounces. 

These estimates are compiled by the Union Corporation 
and they are included as usual in the Annual Bullion Review 
of Samuel Montagu and Co. The latest issue of this review, 
which has long been an urbane and authoritative guide to 
events on the world’s free gold markets, deserves special 
mention in its own right ; it appears one hundred years after 
Mr Edwin L. Samuel, “ banker and bullion merchant ” of 
Liverpool and Mr Samuel Montagu of London joined 
forces as Samuel and Montagu and set up shop in Leaden- 
hall Street. The review estimates that over 12 million fine 
ounces of gold were absorbed by the free market during 
1952, compared with 94 million ounces in 1951 ; some IO 
million ounces of the 1952 absorption represented ‘newly 
mned gold, while the other 2,000,000 ounces came from 
Various institutional holders of gold. It is expected that the 






43 
gold offered in the free market in 1953 will be at least as 
great as in 1952, and might be “ much greater” if South 
Africa decided to abrogate the self-imposed rule that limits 
its free sales to 40 per. cent of its output. But the 
review adds that “the demand for gold in the free market 
remains strong and we see no, reason to suppose that it will 
not easily absorb all that is likely to be offered.” 

This confidence is all the more challenging because it 
follows the admission that the bullion market on the main- 
land ef China has virtually disappeared, thanks to the “ knife 


WORLD GOLD PRODUCTION 
(Thousands of fine ounces) 











1950 1951 1952* 
TNs Re aii aig bean ces 11,664 | 11,516 11,800 
Other Sterling Area countries.. 2.583 | 2,636 2,764 
COMNAW vin iwc ive ab sees | 4,441 4,392 4,450 
WEE 5 sc patasaens dbeaew tes Ras | 2,289 1,895 1,938 
WEE ascend C40 ca wake caked | 2,000 2,000 2,000 
Other countries. .......i.ccde. 3,602 3,579 3,448 
MN dicticincdncstindacdvanambececaes 26,579 26,018 26,400 





* Estimated production. t Gold production in the USSR 
in all three years is an estimated nominal amount. 


and the noose of totalitarian methods.” The temporary 
demise of the Chinese market is picturesquely described 
in the columns of the Far Eastern Economic Review: 


Canton gold market has come to an end, not even one 
transaction being reported for several weeks now. Thi 
authorities there have succeeded to stamp out all business 
in bullion. Elsewhere in China gold trading has long ago 
been suppressed and the once active China black market 
has been obliterated. It appears impossible to reintroduce 
illegal bullion and exchange business, so perfect is the c.n- 
trol or rather the terrorism of the authorities. The internal 
spy system, coupled with draconian punishment meted out 
to offenders, has entirely wiped out illegal market opera- 
tions. 

The review’s forecast of a continued bullish undertone to 
the free gold market must also, of course, have been made 
before hopes began to rise of an improvement in the world 
political situation. 


Rising Bank Deposits 


HE clearing banks’ statement for March makes an 
fe inauspicious prelude to the budget. The seasonal 
contraction of bank deposits ordinarily loses most of its 
impetus after the end of February but, even so, the banks’ 
make-up for March generally shows some further modest 
contraction in the volume of deposits. Yet'in the four weeks 
to March 18th net deposits rose by £22 million, in contrast 
with declines of £12 million, £25 million and £59 million 
in the three preceding years, respectively. The credit trend 
during the “revenue” quarter as a whole, therefore, has 
been very much less satisfactory than was originally hoped ; 
over the three months net deposits have dropped by £312 
million, or by £38 million less than they fell in the similar 
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period last year. Government repayments of indebtedness 
to the banking system in these three months seem, indeed 
to have been only fractionally larger than in the similar 
months last year. They have therefore wholly failed to 
correct the inflation of credit caused by the heavy Govern- 
nient borrowings last summer and autumn, and over the 
twelve months to mid-March last net deposits have expanded 
by nearly £160 million. 

The immediate cause of the deterioration of the credit 
trend in the past three months, and especially in March, 
has, however, been the upturn of demands by borrowers 
other than the central government itself. Bank advances rose 
in March by nearly £26 million, or by almost twice the 
amount of the corresponding rise last year ; their total now 
stands £55 million above the low point of £1,744 million 
touched last November (in contrast with a rise of only £21 
million in the first four months of the swing towards 
orthodox monetary policy). The past few months have 
likewise witnessed some re-expansion of the banks’ port- 
folios of commercial bills. The rise in advances certainly 
owes much to the heavy borrowings of the electricity and 
gas industries, but there equally seems little doubt that the 
private sector as such has been absorbing additional supplies 
of credit. Investment portfolios have declined for the third 
successive month, the latest reduction being £7} million ; 
but this tendency can perhaps be regarded as the counter- 
part (though probably an indirect one) of the “ depart- 
ments” preparations for the redemption of the 1951/53 
War Bonds on March tst last. This is the season of the year 
at which the banks’ liquidity ratios normally reach their 
lowest point ; yet the average dropped only fractionally in 
March, to the still quite comfortable level of 32.9 per cent, 
compared with 31.8 per cent twelve months ago. 


Recovery in Output Sustained 


REVISION of the industrial production index for 
January now puts output during that month at 116 
(average 1948 = 100), which is the same as in January, 1951, 
but two points lower than in January, 1952. The index for 
February, on the basis of information so far received (which 
the Central Statistical Office considers may be slightly too 
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favourable) is forecast as 117-118, which would be lowe 
than in either of the two previous years (the index wa; 12) 
in February, 1951, and 120 in February, 1952). The com 
parisons with the two previous years are recorded because j 
was in 1951 that the postwar pattern of output and pr duc. 
tivity in a seller’s market first began to be moderated 2; th 
forces of demand gradually extended a more tradi:ionj 
control over output. No clear new trends have yet em-rgej 
though discussion of the possibilities forms a major pict of 
this year’s Economic Survey. 


The Austin Strike 


He Austin Motor Company has thrown a spanner into 

the smooth machinery of negotiation by announcing 
that the strike that had partially paralysed the company’ 
Longbridge works since February 17th no longer exists 
Signs of the stresses set up by this decision could be detected 
in the Minister of Labour’s statement in the Hous: of 
Commons on Tuesday, when he said that the union 
involved, the National Union of Vehicle Builders, ha 
written asking for intervention by the Ministry and that talks 
“with the parties concerned” were going on. Sine 
Austin has decided that there is no strike, the Minister is 
clearly having some difficulty in persuading the management 
that there is any issue demanding conciliation. A further 
statement was promised before the House rose on Thursday 
—after this issue of The Economist went to press. 

The background to this strike is deceptively simple ; it 
conceals a certain amount of friction between the company 
and this particular union. Last autumn, the Austin works 
dismissed about 700 men, and in subsequent months hai 
taken back rather more than 400 of them. The union has 
complained that subsequently men were taken on who had 
not previously been employed at the works. It decided t 
make a test case of the reinstatement of one of 
the dismissed men, a senior shop steward. The 
company refused to take him back, and the union 
called out its 2,000 members. This threw ou of 
work a good many of the 14,000 or so other men employed 
in the factory and also many at component factories supply- 
ing Austin. . After weeks of stalemate, the management made 
two announcements. The-first was that all those men 00 
strike would be dismissed if they did not report back to work 
within a given time ; the second was that all the members 
of other unions who had been put out of work by the strike 
would be taken back and paid for a guaranteed 34-hour 
week until normal production could be resumed. About 
800 of the strikers went back to work, but the union im- 
mediately prepared to extend the strike to other factories 
of the British Motor Corporation, and to enlist the co-opert- 
tion of the other unions. Austin, meanwhile, is not expected 
to take any further steps before Easter ; after the holiday 
it is likely to carry out its avowed intention of notifying any 
vacancies to the labour exchanges, through which it is pre- 
pared to re-employ the dismissed strikers. The company 's 
presumably hoping that more of the men will return ic the 
next few days. 3 
aid Oe = 

ed in the motor industry—last year’s stoppages we:- 
unofficial—there have been no signs so far that the othet 
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SsRiDGED REPORT 


ANADIAN PACIFIC RAILWAY COMPANY 


SEVENTY-SECOND ANNUAL REPORT OF THE DIRECTORS 
FOR THE YEAR ENDED DECEMBER 31, 1952 


© THE SHAREHOLDERS : 


The volume pf transportation service provided by your eee 


’ c in 1952 was in excess 
(any previous year, The record grain harvest in Western 


iada, together with a 






» heavy demands upon your railway facilities. 
hstanding @ new peak in traffic and gross earnings, railway net earnings 
valent to only 6.3. cents per de of gross, the same as in 1951. The average 
-ceived by your railway for ies principal service, the car-iage of freight, was |.30 cents 
and was less than im 1950 and 1951. On the other hand, both labour and material 
substantially higher, 


me and Profit and Loss Accounts of your Company show the following results for 
ed December 31, 1952. 


INCOME ACCOUNT 


ots 


ye 




















; Sat eae . i $457,808,969 
a. » Expenses wes ose wee + 428,878,189 
ie ; ia ve eta eae «» $ 28,930,780 
her ince aon pal tlk aM cand a a a ane 
® 51,582,555 
wed Charges a son eee ove eos _ ome ° - ~~ 12,504,010 
a ace, <i bee Tee OL ae Send Stee mt tee % 39,078,545 
Dividends 
Preferece Stock== 
2 aid Auguat 1, 1952 aes eos o. $ 1556872 
7. vayable February 2, 1953... ‘ibe re 1,545,550 
% 3,102,382 
: a Stock: 
Oren, paid Auge ee as ee ae 
x, (cvable February 27, 1953 =... 5. + 10;350,781 
: 20,664 464 
23,766,846 
lance transferred te Profit and Loss Account oi hie ae me ~~» 8 15,311,699 
einen 
PROFIT AND LOSS ACCOUNT 
and Loss Balance; December 31, 1958 -... ™ ; ee ‘ ... $252,947,332 
a income Account for the veer ended December 31, 1952... $15,311,699 
ortion ef sccamship imsprante receveries representing excess over 
net boo’ value, SS. Princess Kathleen, and compensation for 
increase’ cost @f tonnage replacement... ahs soi ob 2,225,088 
xcess of considerations received for sales of properties over book 
ai iMG ee EEE Bia eae el Fane 305,415 
iscellaneous Net Debrt vas sve ese yes wes aod 333 088 
17,509,114 
oft and s Balance, December 3!, 1952, as per Balance Sheer -. $270,456,446 





RAILWAY OPERATIONS 


increas og for the sixth comer rtt railway gross earnings amounted to $457.8 million 


nd exceeded che previous high of f by $28.9 million. Freight earnings, which provided 
ore than { fifths of gross earnings, were up $25.7 million. 
The volume of freight traffic rose by BY in terms of ton miles, and was greater than in 
ny previous year. There were decreases in the tonnage.of many manufactured commodities, 
i tora! tonnage would have been Below che 1951 level but for the substantial increase in 
ran handlings 
Passenger earnings increased $1.2 million. While there was a decrease in the number 


pf passengers carried, a higher proportion of long haul traffic resulted in an increase in total 


evenue passenger mules, 
Gross express earnings were up: 84.4 million. About $2 million of this increase was due 
sch are carried to railway earnings as compensation for the 
gulage of express traffic, increased $1.5 million. 
Net earnings from canlway operations were $28.9 million compared with $26.8 million 
, (91, and $38.0 million for 1950. The ratio of net to gross earnings, at 6.3%, was less 
than one-half of che average for the previous twenty-five years, 


ey 


GENERAL BALANCE SHEET, DECEMBER 31, 1952 
ASSETS 


roperty Investment : 


Railway, Rolling Scock and tnfand Steamships ine +. $1,100,567,702 
laprovements on Leasgd Preperty ... ae a sai 126,867,977 
Stocks and Bonds—Leased Railway Companies. 135,092,295 
Ocean and Coastal Se i die a oa 62,922,995 
Hotel, Communication and etlaneous Properties 106,711,816 
$1 ,532,182,785 
Other Investments : 
Stocks and Bonds-——-Controtied Companies ... an - & 72,631,987 
Miscellaneous Investments... das a iets ied 45,202,285 
Advances co Controtied and Other Companies 7 862,061 
Mortgages Collectible and to Setriers 1,077,404 
Deferred Payments on Lands and Townsites 5,823,589 
Unsold Lands and Orher Properties... 8,266,002 
lesurance Fund . ont a hide 13,188,540 
Steamship Replacement Fund... oka 21,527,340 


175,579,208 


rent Assets : 

Material and Supplies ... hee 

Agems’ and Conductors’ Balances ... 
Miscella cous Accounes Receivable ... 
Govern nent of Canada Securities 




















Cash he 
202,364,139 
nadjusted Debits : 
Insurance Prepaid ied et Er eeu he Sent 542,448 
Unenortized Discount on Bends... 3,574,700 
Other Unadjusted Debits... 3,262,380 
7,379,528 
$1 917,505,660 
Giieiictieens 
LIABILITIES 
Stock ; 
peinary Stock ... ey. tas pe ‘lich an ae ®t aeons 
Telerence Stock—4% W i; Sink ove eve 137, 921 
ce Sted %e Non-cumulative ia. ¢ emi 
| 4°, Consolidated Debenture Steck ... $ 390,273,997 
less: Pledced as collateral to bends os am 97,716,300 
; 292,557 697 
Debs > wae os — set eos 112,516,000 
t Liabilities : 
Fay Rolls «© eager muro Ss le ae eee Se ORME OD 
Audited Vouchers ste end 11,683,082 
a — < Balances. 2. ae one oa ry eH 
iscetianeous Accounts Payable oes io 10,387. 
Accrued Fi-ed Charges r ia ee oad ond ai 945,355 
om: Dividends Detlared = ..5 ng tee om #1 996312 
Other Current Liabilicies _ ane ‘ne é 232, 85,438,508 
Liabilities Pe i oe a: 3,922,694 
and Unadjusted its 
reciation Reserves.., — : ont akc, ae $ 533,051,345 
ent Reserves .,. aes ac aie we ae 1,645,781 
insurance Reserve + eon es $s es ood 13,188,540 
Contingen: Keserven oc by 4th hit 3S ‘one : eet 
just r 3,638, 
ac edits : ved ose one 555,843,167 
on Capi Debenture 37,263, 
<< a i te 77,225,695 
OnE Lose Baling aa eden: uk ee 270. 456.446 
$1,917,505,660 
a ee 
ERIC A. LESLIE, 
Vice-President ond roller. 


THE BILL ON LONDON 


or The Finance of Trade 
by Bills of Exchange 


by 


GILLETT BROTHERS 
DISCOUNT CO. LTD 


Crown 4to With 16 illustrations of Bills 


and a separate “Parcel of Bills” in a 
pocket at the back of the book 


15s. net 


“ A.B.C. of Bill Finance—by far the best practical guide 
available."—-THE INVESTORS’ CHRONICLE. 
me .. An ideal book for Students of Economics or 
Finance ... ."—-THE BANKERS’ MAGAZINE. 


oe 


- « - more solid information than hag yet been published 


in any other book on this subject . . ."—FINANCIAL 
TIMES. 


CHAPMAN & HALL 


SAFETY-FIRST 
INVESTMENT 


D2 1 eam 


Income Tax paid by the Society 


Equal to £4. 15. 3 per cent. to investors 
subject to income tax at the standard rate 


The current rate of interest on share accounts is 23%, 

and on ordinary deposit accounts 2%, with Income tax 

paid by the Society in each case. Sums up to a total 

holding of £5,000 are accepted for investment in Abbey 

National. For further particulars apply for a copy of the 
Society’s Investment Booklet. 


Total Assets £153,974,000 
ABBEY NATIONAL 


BUILDING SOCIETY 


HEAD OFFICE : ABBEY HOUSE, BAKER STREET, LONDON, N.W.I 
For address of Loca! Office see Telephone Directory 
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In the 
Seaports of the East... 


from the Arabian Sea to the Pacific 
Ocean the branches of the Chartered 
Bank perform a wide range of banking 
services connected with overseas trade 
and local industry... Merchants and 
manufacturers in the United Kingdom 
who trade into the East are invited to 
consult the Bank’s managers in London, 
Manchester and Liverpool. 





THE CHARTERED BANK OF INDIA, 


AUSTRALIA & CHINA 


(Incorporated by Royal Charter, 1853) 


Head Office : 38 Bishopsgate, London, E.C.2. 


West End (London) Branch : 28 Charies H Street, 


London, S.W.1. 


Manchester Branch : $2 Mosley St., Manchester, 2. 
Liverpool Branch : 27 Derby House, Liverpool, 2, 


New York Agency : 65 Broadway, New York, 6. 


Branches of the Bank are established at most centres of 
commercial importance throughout Southern and South- 


Eastern Asia and the Far East. 
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S2UMAMALATAHE  h 
A MEMBER OF THE THREE BANKS GROUP 


WGA a 


THE ROYAL BANK 
OF SCOTLAND 
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The Royal Bank of Scotland was incorporated 
by Royal Charter in 1727. Retaining its 
Scottish character and traditions, its influence, 
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though deeply rooted in Scotland, now. ex- 





= tends to every part of the commercial world. 
= The Head Office is in Edinburgh ; the Royal 
= Bank of Scotland is a member of the Three 
= Banks Group. : 

= ROYAL BANK OF SCOTLAND 
= Founded 1727, Edinburgh, London & branches 
= GLYN, MILLS & CO. 

= Founded 1753, London 

= ,\oulre- WILLIAMS DEACON’S BANKLTD 
= £350,000,000 Founded 1771, Manchester, London and branches 
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5,000 Boys and Girls 
now in our care 
68,000 Children already received 


to come. 
help us NOW: 


CHURCH OF ENGLAND 


Formerly WAIFS & STRAYS 
OLD TOWN HALL, KENNINGTON, S.E.!! 
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LEGACIES can help us to. continue our work in the years 
5,000°'now in our care’ DONATIONS can 


A VOLUNTARY SOCIETY — NOT STATE SUPPORTED 





CHILDREN’S SOCIETY 
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;nions, or the TUC, have much sympathy with the vehicle 
vilders. Both sides, however, have been markedly reticent 
1 providing information about the real nature of the dispute. 
‘or that-reason alone, intervention by the Ministry of 
abour might do a good deal to clear the air.. The Austin 
anagement’s attitude is not an unreasonable’one, but it 
as. yet to be demonstrated that a dispute can be made to 
anish simply by denying its existence. 





































Capital Francs for Tourists 

















NE of the more exotic of the many varieties of French 
& francs has recently emerged from the jungle of the 
exchange market and stepped out into the open country 
oamed over by the tourist. It is the capital franc, a species 
hat has some family relationship to Britain’s blocked sterl- 
ng and that is dealt in on a market that resembles, though 
omewhat remotely, the market in security sterling. Under 
pxisting French exchange regulations, foreigners who 
wn investments in France may not sell them in order to 
epatriate the proceeds, but must hold the proceeds of any 
such sales in the form of these capital francs. The general 
rule has been that capital francs may be used for re-invest- 
ment or for meeting current expenditure in France. Their 
ransfer is allowed fromr one nen-resident account to another 
in France—but only provided that the accounts concerned 
are in the names of residents in the same country. As a 
result of this rule, there are as many sub-varieties of capital 
francs as there are countries whose residents have ever 
invested in France. There are, therefore, markets in Ameri- 
can, British, Dutch, Belgian and many other of these sub- 
varieties. By far the most important is the market in 
American capital frames, which is fed not only by the pro- 
ceeds of capital transactions but also, and much more 
heavily, by the blocked portion of American film earnings in 
France. British capital francs have in the past been used 
by some important banking and commercial firms that had 
local payments to make in France ; in that respect, incident- 
ally, the authorised uses of capital francs have always been 
much wider and more liberally conceived than those of 
security sterling. 

The new development in the past two weeks is that the 
French exchange control has now officially condoned 
arrangements under which capital francs can be made avail- 
able for tourist expenditure. The rule of limiting transfers 
within a single residential group still-applies, so that British 
tourists are entitled to spend only British capital francs ; in 
order to obtain these they must buy French travel cheques 
in Britain—which can be obtained through the joint stock 
banks in the ordinary way—instead of taking their tourist or 
business allocations in the normal form of sterling travellers’ 
cheques. The snag is that if the tourist does not spend 
ail his allocation, he may find some difficulty in reconvert- 
ing his unutilised capital francs when he gets back home 
again. The Bank of England has intimated that it has no 
objection to the use of capital francs by British tourists, 
provided the amount issued to each individual is limited to 
the basic tourist ration. The increase in the demand for 
British capital francs. has already been reflected in the rate, 
which has hardened from F.1150 to F.1075 in the past ten 
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days ; at this rate the new type of franc would be nearly 
‘to per cent cheaper than the official franc (at Frs. 980 to the 
pound). 


Towards a Tin Truce 


HE attempt, abandoned in 1950, to teach an inter- 
national tin agreement is to be resumed. At the conclu- 
sion of its meeting last week the International Tin Study 
Group announced that it had agreed “to set up a 
working party open to all members of the group.” This 
working party will consider international action regarding 
tin and, if necessary, report to the United Nations that 
conditions exist for,“ the resumption of the 1950 Geneva 
conference on tin.” The opposition of the United States 
to the operation of a buffer stock catised the “ adjourn- 
ment ” of the conference in 1950 ; since it has now appar- 
ently agreed to setting up the working party, there may 
have been a step forward, however tentative, towards an 
international agreement. The subséquent announcement 
of renewed truce talks in Korea has caused a number of 
commodity prices to fall, and in a fairly active market the 
London price of spot tin dropped by £12 to £930 a ton. 
The working party, when it meets on June 15th, will 
have to take account of two major considerations, one 
statistical and one historical. Statistically, world. consump- 
tion of tin has been falling since 1950 while production 
has continued to rise. Historically, there are bitter 
memories: American consumers think they were over- 
charged in the thirties as a result of the operations of the 
tin producers’ scheme of those years, and they believe they 
were “gouged” more recently, at the beginning of the 
Korea crisis. That ill-fecling led to the American buyers’ 
strike of 1951, which enraged producers in Malaya who 
felt the fight against Communism was hard“enough without 
an added economic blow. But now producers and con- 
sumers, including the United States, are prepared to talk 
again. This is the beginning of a truce in tin ; it is early to 
say whether it will lead to the beginning of an agreement. 


The Comet and Airworthiness 


HE task of the British Air Registration Board in 
‘eeeeane to persuade the American Civil Aeronautics 
Board to accept British certificates of airworthiness for jet 
airliners in general—and, in particular, for the Comet IIIs 
ordered by Pan American—should be made a little easier 
by the report published in Pakistan of the cause of the 
fatal Comet crash at Karachi last month. The aircraft 
was on a delivery flight to Canadian Pacific Airlines and 
the pilot had not put in many hours flying Comets. He 
took off under conditions that called for very close 
observance of the instructions, but made precisely the same 
mistake as the more experienced BOAC pilot who crash- 
landed his Comet at Rome airport last October. This was 
to raise the nose of the aircraft too high during its take-off 
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run. When the angle between the nose and the run-way is 


kept at about 6 degrees, takeoff is normal. But if the angfe 
is raised to more than 9 degrees, it creates so great. an 
increase in drag that the engines cannot get the aircraft off 
the ground. 

There is a danger that pilots converted from flying piston 
engined to jet airliners will under-estimate the vast 
difference between the two types of aircraft, and while they 
do, tragedies of this kind may still happen. The training 
course is being modified to take this into account, but it 
may be necessary to add one more instrument to the already 
overcrowded cockpit in order to measure the position of 
the nose in relation to the runway. This is governed by 
the position of the control column, but two successive errors 
of this kind suggest that a second check is desirable. The 
investigation has cleared the Comet of any doubts as to its 
airworthiness and safety, and to that extent has answered 
recent American critics—one of them a member of the 
Civil Aeronautics Board itself—who have been saying that 
jet aircraft are unsafe at take-off. But it does not resolve 
such fundamental points of dispute as the position of the 
engines. Present American thinking insists that these 
should be suspended below the wings. There is no aero- 
dynamic justification for this ; it was a method of construc- 
tion that was first adopted by American jet aircraft 
designers simply because they used wings too thin to house 
jet engines in any other way. But while basic misunder- 
standings about points of design persist, nothing that the 
Air Registration Board can do by way of sending detailed 
answers to detailed American technical queries—as it has 
done recently—can bring matters much further forward. 


The Price of an Engine 


T history of the Proteus aero-engine, as outlined by 
the Comptroller and Auditor General last week, is 
fortunately not typical of all aero-engine development... The 
cost of most development work in the aircraft industry is 
financed by the Ministry of Supply, and the average cost 
of developing an aero-engine, in these days, can be put very 
roughly at £4 million. By the end of March last year, nearly 
£10 million had been spent on the Proteus project, and 
more than {13 million may have been spent before it is 
completed. 

The Bristol Aeroplane Company began work in 1944 on 
the Proteus as a turbo-prop engine for long-range operation. 
It was intended to build first a low-powered pilot design (the 
Theseus) and follow this with a full-scale engine of 4,000 to 
5,000 horse power. The probable cost of developing these 
engines was expected to be rather less than £500,000 ; they 
were_to power those two flying dinosaurs, the Brabazon 
airliner and the Princess flying-boat. The engine was not 
developed as successfully or as speedily, as was necessary, 
and although this was not the main reason for the eventual 
abandonment of the Brabazon and Princess, it was a 
contributory factor. The Theseus pilot project was dropped 
after £3,600,000 had been spent on it ; a pure jet version 
was scrapped when expenditure had reached £600,000. 
The first two versions of the Proteus, both of which were 
failures, accounted for a further {5,600,000 by March, 
1952. Most gas turbine engineers believe that the reason 
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for these failures lay in the design chosen for the mpm. 


sor. The engine now under development, the Pro cus | 


uses a different type of compressor, and is for al!  ractig 
purposes a new engine. But a further £3 to-£4 milj 
may have been spent, in addition to the £10 million alreg 
accounted fer, before the Proteus III is ready for con:merg 
operation in Bristol's Britannia airliner in 1955. ‘Lhe og 
to the public of developing the Brabazon, the Prin. css 
their engines has been probably around £30 millon, ; 
of it a total loss, On the credit side, experience 011 they 
projects has contributed much “towards the success 
Britannia, with its Proteus III engines. This is a pr. longs 
and expensive way of buying experience. [t raises thy 
question whether, in such cases, another company fre 
to the problems might not more profitably be given 
opportunity to try its hand at projects that have «lread 
baffled one group of designers. 


Aluminium in Plenty 


ROM the beginning of April, the Ministry of Matcrialy 
F selling price of virgin aluminium has been reduced by 
£5 to £161 a ton delivered into consumers’ works. Th: 


Ministry buys most of its aluminium from Canada, and th: 7 


reduction in selling price merely reflects the recent strength- 
ening of sterling in terms of the Ganadian dollar. Ther: 
has been no reduction in the price charged by the Canadian 
producers. On the contrary, North American prices for 
aluminium have remained extremely firm, in response t 
the continued pressure of American demand for meta. 
Mr Nathanael Davis, president of the Canadian Aluminium, 
Ltd., said recently, that although the world shortage of te 
metal is over, defence and stockpile requirements in the 
United States continue to exceed supply. Indeed, now ‘he 
United States has had to supplement its normal supplics— 
which come partly from home production and partly {rom 
imports from Canada—by further “borrowing” of 
Canadian metal that was under contract for purchase by this 
country. a 

In this country the shortage of metal had eased by June 
last year. In the whole of 1952 new supplies of virgin 
aluminium amounted to 262,000 tons, of which 234,000 
tons came from imports and the balance from home priv 
duction ; the output of secondary metal was a little undJer 
100,000 tons. Total consumption of aluminium last ycar 
reached some 297,000 tons (about 200,000 tons of this 


being virgin metal) and although no figures of commercial - 


stocks are available it is known that fears of a reduction in 
aluminium prices have led consumers to run down ‘heii 
stocks in the last few months of the year. 

Since December consumption itself has fallen away 
sharply and in January it amounted to only 20,000 100s. 
The slackening of demand has affected secondary as well 
as virgin aluminium and there have been heavy falls in (he 
price of most grades of scrap although the purer gr cs 
are still short. Practically all the aluminium using indus! ‘ics 
have been using less of the 
-_ industry—one of the 
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-ncountered falling sales both at home and in the export 
field. For a time during the latter part of 1952 increased 
sequirements of aluminium for export in the semi-manu- 
factured state helped to cushion the slackening of demand 
elsewhere, but these exports are now encountering much 
heavier competition, notably from Germany. In the circum- 
stances it is not surprising that the Ministry has readily 
agreed that another §0,000 tons of the 250,000 tons of 
Canadian metal which were due to be delivered to Britain 
can be diverted to the United States this year. Nor is it 
surprising that the Ministry has opened negotiations with 
the Canadian producers for handing back the metal to 
private trade. Once again the Ministry are baling cut of 
a falling market, 








Neguib’s Cotton Market 


+7 HE Egyptian government has announced that it does 
not-intend to reopen the Alexandria cotton futures 
market that it closed suddenly last November. At that time 


a it argued that because of the absence of a Liverpool futures 
rhe | market and of a shortage of dollars that prohibited operation 
ths mg on the New York futures market, the market in Alexandria 
ri ie could not cover its operations and that its fluctuations in 
fe price had become dangerously violent. The Egyptian Gov- 
‘an ernment considers that these reasons still hold good, and 
for it intends to continue its present system of fixing buying 
| and selling prices. The selling price for government cotton 
i will’ still be related to the previous day’s closing price in 
New York for American cotton ; at present there is an addi- 
a tion of 30 per cent for Karnak and § per cent for Ashmouni 
he cotton. The buying price, however, will not be subject to 
be any such fluctuations, It will be fixed for the season on the 
basis of an estimate of costs of production, and the govern- 
4 ment has already given warning that its buying prices for 
7 next season may be set lower than for the current season. 
' These announcements are made after the return of the 
- Egyptian cotton mission from its tour of Europe. 
There is little doubt that the mission was able to inform 
_ the government that consumer countries raised no serious 
- objections to the present Egyptian arrangements. The 
‘ mission was no doubt also able to report that the price 
. reduction in Ashmouni resulting from the addition of § 
t instead of 10 per cerit on New York prices, announced while 
. the mission was on tour, was very well received in Europe. 
' The mission incidentally learned that there is no hostility 
A in Lancashire to buying cotton from Egypt—at somewhat 
it lower prices. 
ir 


Secondhand Ship Values 


T HE prices of secondhand ships fluctuate even more 
rapidly than freight rates, but they do tend to follow 
he graph of freight rates—a few months in arrear. This 
cnd is well illustrated in a graph that accompanies a ship 
' ‘le and purchase market report issued by Harley, Mullion 
: «nd Co., Ltd., im respect of the first quarter of this year. 


' Of sterling freight rates for tramp shipping during the 


49 
This compares the prices at which ships of the Liberty 
type have changed hands during the last four years, set 
beside the movement of the Chamber of Shipping index 


same period. Before the outbreak *of war in Korea, 
Liberty’ ships were being sold for as little as £125,000, 
when the tramp freight index was about the 70 mark 
(1948 = 100). The steep subsequent rise in freight 
rates was exceeded by the rise in price of Liberty ships ; 
but this rise in secondhand values did not take place until 
between three and six months after that in the freight index. 
This relationship has held good throughout the decline in 
freight rates, except that the temporary dip of freight rates 
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in the summer of 195 was smoothed out in the graph of 
secondhand prices. But in the last three or four months, 
the trerid of secondhand values diverged from that of freight 
rates. On the evidence, it may be that the value of second- 
hand prices for Liberty ships is due for a sharp drop. 
Reviving hopes of settlement in the Korean dispute, which 
is still artificially swelling activity in the Pacific trades, 
suggests that the secondhand ship market is in for a sharp 
decline, which may exceed that of the freight index itself. 
During the last three months the price paid for a Liberty 
ship has increased from about {£260,000 to £280,000 ; this 
rise has been attributed to a reluctance to sell on the part of 
Greek shipowners, particularly in New York and London. 
Some British liner companies, on the other hand, have been 
quietly releasing their “ stopgap ” tonnage on the market. 


SHORTER NOTES 


Argentina has again disappointed British exporters. 
Under the Anglo-Argentine protocol which was signed on 
New Year’s day Argentina should have issued exchange 
permits for the import of {1,500,000 of non-essential British 
manufactured goods before last Wednesday. On the pretext 
that the two countries cannot agree upon which goods 
should be included in the list, it has taken no action at all. 


* 


Imperial Chemical Industries, Ltd., is to build a Canadian 
plant for the manufacture of its synthetic fibre “ terylene.” 
The $20 million needed to build the plant will be raised in 
Canada, and the scale of production proposed is expected 
to be sufficient to meet Canadian demands. 
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Management among Builders 


HE war smashed the complex, hair-spring adjust- 

ments of house-building under prewar private 
The large contractors, who had hitherto 
done little house-building, came out of the war with 
more trained labour, organisation and machinery, but 
relatively less outlet for it except house-building in view 
of the restrictions on commercial and many other forms 
of construction work ; the small “ general builder ” had 
waxed fat on war damage at cost-plus and also was 
ready to try his hand. But the specialist builder, who 
had made a profit in house-building, had been out of 
the game for six years, “ pooled” on war work ; his 
specialist teams were scattered, his organisation and 
capital dissipated. 

At the same time, local authorities became the sole 
building agents ; the builder became simply a contrac- 
tor organising sub-contractors. There. was no undue 
risk, or seemed none ; firms rushed in and tendered 
successfully who had never built houses before the war 
and would have been bankrupted if they had tried. The 
big contractors turned largely to houses and flats ; the 
engineering industry was given the chance to put 
surplus wartime capacity to use in providing non-tradi- 
tional houses ; and the small builder expanded in the 
inflationary sunshine. Success ceased to be measured 
by the tightness of organisation on the site and instead 
depended upon skill in the procurement of materials. 

The management concerned with building houses, 
therefore, was far less experienced and economy was 
subordinated to output. 


enterprise 


Shortages of materials, 
inadequacies in transport, and lack of knowledge pro- 
duced site delays, which inflation aggravated by putting 
a premium on the over-ordering and hoarding of 
materials. Labour, on the other hand, was scarce under 
conditions of full employment, piecework was impos- 
sible or ineffective, and to indiscipline was added every 
discouragement in the form of site delays. Builders 


adjusted their organisation to the tenders that they | 


could secure, instead of planning production ahead to 
fit exactly the potential of their organisation as they did 
before the war. And the builder’s ambitions were no 
longer tempered by the need to risk his own money. It 
was—and still is—possible for an experienced and care- 
ful builder to lose his best men to an inefficient rival 
who by cutting margins too finely has obtained a larger 
contract than he can handle. This means trouble for 
the inefficient man in the long run—but it may put the 
efficient man out of business in the short run. 

These difficulties were increased rather than lessened 
by the greater use of architects and surveyors by local 
authorities in the designing and planning of houses. 
Houses have undoubtedly been better designed, but the 
rigidity of specifications and nomination of sub-con- 
tractors by architects has deprived the builder of his 


ability to make do and substitute. Expensive methods 
have sometimes been forced on the builder with atten- 
dant delays ; and the process of saving the nation from 
the jerry-builder has been paid for at unnecessacy 
expense to the ratepayer. Architects knew little about 
the technology or economics of house-building before 
the war, and many builders deny that they have learnt 
much since. They are certainly responsible for long 
delays in completion of contract documents and they 
have utterly failed to encourage improved cost planning. 


* 


The situation on the site has thus been transformed. 
It used to be self-adjusting ; today time-keeping and 
supervision are necessary, but in addition the builder’s 
foreman must be the site organiser, adjusting the 
phasing of operations to irregular arrivals of materials— 
sometimes materials that must be used in a new way cr 
with the greatest economy, so that adaptation is the 
order of the day. The foreman has often to improvise 
because there has been inadequate pre-planning, which 
itself is the result of delays in placing contracts after 
the acceptance of tenders. Differences of efficiency 
among builders are shown by the very wide variations 
in man-hours required to finish identical houses— 
between 1,565 and 4,645, according to one enquiry. 
The pre-war builder roughly calculated that he put up a 
house a year per man employed ; to-day it would be 
nearly a house per two men. 

It is not surprising that costs have soared in these 
circumstances ; it is remarkable that they have been 
held at all. The delays and disorganisation caused by 
local authority control are put at {100 per house by 
knowledgeable builders. Lowered productivity must 
account for at least a further {100 ; according to a work 
study conducted by the Building Research station in 
1947, a quarter of the manhours consumed in putting 
up the shell of a house were wasted by unavoidable 
delays from such causes as weather or non-arrival of 
materials, while one half was wasted avoidably—so 
that brickwork that cost £335 to erect ought to have 
cost only £245 at the most. 

Incentive schemes have reduced this waste only when 
associated with management and organisation of pre- 
war quality. An increasing minority of firms are able 
to operate bonusing schemes successfully, fixing a price 
for the job which repays in speed of completion an 
increase in wages-cost which may raise a man’s 
remuneration from {12 to £16 a week, though incen- 
tive payment has not in general proved the panacea 
some people hoped. The large contractor, in particular, 
offsets his high overheads for transport and site super- 
vision by good phasing and a measure of pre-planning 
A progress department follows up deliveries to site, 
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with a special section to concentrate on any critical 
shortages that threaten costly delays. Delays arising 
from weather are minimised by both pre-fabrication 
and site-fabrication. Components are delivered ready to 
fix, and every house is treated as an “ issue,” controlled 
by tight stock control] that aid forward planning ; roofs, 
for example, are sawn and assembled under temporary 
cover, which also houses portable power to drive tools. 
While the small builder’s foreman may be beaten by 
technical problems arising out of unfamiliar materials, 
the large contractor is often able to ring the changes on 
substitutes and non-traditional components, which his 
research department can examine so that they can be 
delivered to site ready to fix. 

Nonetheless, large contractors are disposed, even 
now, to take a cautious view of their contribution to 
housing method. Though they build competitively in 
concrete and steel, by dint of mechanisation and organi- 
station, they take only large contracts, not less than 100 
houses, and only thus do they show as good results as 
the traditional house built by an efficient medium-sized 
builder. They doubt their ability to deal in small batches 
on odd sites, which still make up the bulk of building, 
and in future may make up an ever greater proportion 
of it. Nobody is more conscious of the sheer natural 
competitiveness of bricks, mortar, wood and craftsman- 
ship than those who have developed other materials 


Non-traditional methods are making an ever-larger 
contribution to productivity, but many hasty assump- 
tions have been falsified. Both the steel and aircraft 
industries proved that they could build largely pre- 
fabricated houses in quantity but they cost more and 
the difficulties of site-preparation, transport, phasing, 
jabour-management and the general rough and 
tumble of building astonished and discouraged their 
advocates, who were inclined to think in terms 
of smooth factory production. Nonetheless, before 
metals had to be taken off the housing menu, 
some systems were nearly competitive. Pre-fabricated 
houses for export are now considered competitive with 
traditional houses in cost, and indeed exports rose from 
{80.000 in 1949 to £7 million in 19§2. No less signif- 
cant, the schools traditional and non-traditional build- 
ing programme has shown what can be done by 
planning by engineers, architects and local authorities 
in concert with scientific research. Between 1949 and 
1952 the cost per place in schools was reduced by §0 
per cent ; the area per place was reduced by 30 per cent 
and the cost per square foot by 22 per cent despite the 
rise in building costs. Standards were raised. and the 
ost and quality of non-traditional building compared 
avourably with traditional (besides being carried out 
without diverting craftsmen or materials from housing). 
It proved to be much faster in terms of site-time. 
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Much, therefore, has been learnt from experiment, 
and building has been enriched by new materials that 
fit well into any system. Outstanding examples which 
have eased shortages and reduced costs are Thermalite 


4) 
breeze blocks made from power station waste products 
for walls and partitions ; rubber floor coverings which 
enable the builder to dispense with wood boards upon 
a concrete ground floor (and would do the same for 
upper floors if pre-stressed concrete was competitive 
with timber at {97 a standard, which in Britain, unlike 
France, it is not); plasterboard for ceilings and quick- 
drying plasters; quick-drying plastic and emulsion 
paints ; pre-jointed plastic or copper plumbing. But by 
contrast, interior finishing is still in the hands of the 
plasterer using methods unchanged since the middle 
ages: in this and in other ways the craftsman is indis- 
pensible to the process of joining, waterproofing and 
“ covering over ” which is the art of house construction. 

The same may be said of mechanisation. Site-pre- 
paration is eminently work for the digger and earth 
shifter—but not where the land is uneven. Few contrac- 
tors would care to compete with the pre-war subcon- 
tracting gangs who would dig the foundations and sewer 
trenches of a house at £10 a time with spades 


STRUCTURE OF THE BUILDING INDUSTRY 
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and barrows. Mechanisation, like prefabricated com- 
ponents, pays off only on long runs and with adequate 
working capital. 

Thus, in the last analysis, economic and managerial 
considerations prove more important than technolog- 
cal. Indeed, technological applications that seem 
promising will await reorganisation to produce their 
results for productivity. The problem is not to equip 
the large contractor—though taxation precludes him 
from investing in all the machinery he needs—but to 
provide the small man with tower cranes or 
mechanical diggers when he can use them. The con- 
cluding article will examine the conditions in which 
developments already helping to increase productivity 
can be speeded up. 































A £400 Million Shortfall 


“He out-turn of the Budget for 1952-53 proves to be 

™ + sLealcy > 

even more unsatisfactory than seemed likely a few 
weeks ago. Last summer, when the gap between per- 


formance and budget expectations first became large, the 
official view was that most of it would be closed by an im- 
provement later in the year. But in fact the improvement 
lasted for only part of the “revenue” quarter just ended, 
and for the whole of it the surplus was a mere {£7 


wi 


million better than in 1952. Hence the year ends with an 


inking fund, of 


* above-line ” surplus, after provision for 
only £88 million, whereas the budget had envisaged a 
surplus of {£511 million (including the £80 million of net 
savings expected from cuts in subsidies not actually shown in 
last year’s financial statement). The shortfall from the 
budget expectations therefore amounts to no less than £423 


million. By comparison with the actual results of the pre- 
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the budget hopes. Net expenditure below-line absorbed 
£524 million, compared with £526 million in 1951-52 if 
net charges to the Civil Contingencies Fund in that year are 
excluded and £551 million if they are included. The upshot 
therefore, is an “overall” deficit of £436 million on the 
basis adopted in the Exchequer return, or one of {521 
million on the basis comparable with 1951-52, when the 
only £171 million (or £145 million if the net 
On the fifst basis, 


deficit was 
borrowing from the CCF is excluded). 
the Chancellor had budgeted, in effect, for an overall surplus 


of £5 million; on the true basis he was budgeting for a 


deficit of £80 million (i.e., ignoring the “ counterpart” 
fund). 
Disinflation Hits Revenue 
HE causes of this disappointing performance are dtstri- 
} ' m ] ] ti } h tfall 
buted more or less equally between the shortfall of 
revenue and the unexpectedly large rise in expenditure. As 


the accompanying table shows, the budget envisaged an 
expansion of revenue by no less than {228 million, but it 
actually rose by only £§ million. Income tax, which had 
been expected to yield £136 million more, rose by only £67 


million ; profits tax (including EPT), expected to rise by 
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Gold—Fixed and Free 
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pressed the case” for a higher dollar price of gold 

his recent discussions in Washington. This does not 
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ping that this pressure may be successful. But the ster- 
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The latest issue of this review. 


which has long been an urbane and authoritative guide to 
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events on the world’s free gold markets, deserve 
mention in its own right ; it appears one hundred years aft 
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the free market in 1053 will be at least as 
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period last year. Government repay 
to the banking system in these three 
to have been only fractionally large 
months last year. They have there 
correct the inflation of credit caused 
ment borrowings last summer and a 
twelve months to mid-March last net d 
by nearly {£160 million. 

The immediate cause of the deter 
trend in the past three months, and 
has, however, been the upturn of de 
other than the central government itsel 
in March by nearly £26 million, or 
amount of the corresponding rise last 
stands {£55 million above the low poi 
touched last November (in contrast wi 
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million in the first four months of iu, towards 
orthodox monetary policy). The past few months have 
likewise witnessed some re-expansion of the banks’ port- 
folios of commercial bills. The rise in advances certainly 
owes much to the heavy borrowings of the electricity and 
gas industries, but there equally seems little doubt that the 
private sector as such has been absorbing additional supplies 
of credit. Investment portfolios have declined for the third 
successive month, the latest reduction being £7} million ; 
but this tendency can perhaps be regarded as the counter- 
part (though probably an indirect one) of the “ depart- 
ments’ preparations for the redemption of the 1951/53 
War Bonds on March tst last. This is the season of the year 
at which the banks’ liquidity ratios normally reach their 
lowest point ; yet the average dropped only fractionally in 
March, to the still quite comfortable level of 32.9 per cent, 
compared with 31.8 per cent twelve months ago. 


Recovery in Output Sustained 


REVISION of the industrial production index for 
A January now puts output during that month at 115 
(average 1948 = 100), which is the same as in January, 1951, 
but two points lower than in January, 1952. The index for 
February, on the basis of information so far received (which 
the Central Statistical Office considers may be slightly too 
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favourable) is forecast as 117-118, which would be lower 
than in either of the two previous years (the index was 122 
in February, 1951, and 120 in February, 1952). The com- 
parisons with the two previous years are recorded because it 
was in 1951 that the postwar pattern of output and produc- 
tivity in a seller’s market first began to be moderated as the 
forces of demand gradually extended a more traditronal 
control over output. No clear new trends have yet emerged 
though discussion of the possibilities forms a major part of 
this year’s Economic Survey. 


The Austin Strike 


HE Austin Motor Company has thrown a spanner into 
7. the smooth machinery of negotiation by announcing 
that the strike that had partially paralysed the company’s 
Longbridge works since February 17th no longer exists 
Signs of the stresses set up by this decision could be detected 
in the Minister of Labour’s statement in the House of 
Commons on Tuesday, when he said that the unton 
involved, the National Union of Vehicle Builders, has 
written asking for intervention by the Ministry and that talks 
“with the parties concerned” were going on. Since 
Austin has decided that there is no strike, the Minister ts 
clearly having some difficulty in persuading the management 
that there is any issue demanding conciliation. A further 
statement was promised before the House rose on Thursday 
—after this issue of The Economist went to press. 

The background to this strike is deceptively simple ; 
conceals a certain amount of friction between the company 
and this particular union. Last autumn, the Austin works 
dismissed about 700 men, and in subsequent months has 
taken back rather more than 400 of them. The union has 
complained that subsequently men were taken on who had 
not previously been employed at the works. It decided to 
make a test case of the reinstatement of one ol 
the dismissed men, a senior shop steward. The 
company refused to take him back, and the union 
called out its 2,000 members. This threw out of 
work a good many of the 14,000 or so other men employed 
in the factory and also many at component factories supply- 
ing Austin. After weeks of stalemate, the management made 
two announcements. The first was that all those men on 
strike would be dismissed if they did not report back to work 
within a given time ; the second was that all the members 
of other unions who had been put out of work by the strike 
would be taken back and paid for a guaranteed 34-hour 
week until normal production could be resumed. About 
800 of the strikers went back to work, but the union im- 
mediately prepared to extend the strike to other factories 
of the British Motor Corporation, and to enlist the co-opera- 
tion of the other unions. Austin, meanwhile, is not expected 
to take any further steps before Easter ; after the holiday 
it is likely to carry out its avowed intention of notifying any 
vacancies to the labour exchanges, through which it is pre- 
pared to re-employ the dismissed strikers. The company ts 
presumably hoping that more of the men will return in the 
next few days. 

Although this is one of the few official strikes to have been 
called in the motor industry—last year’s stoppages were all 
unofficial—there have been no signs so far that the orher 
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unions, or the TUC, have much sympathy with the vehicle 
builders. Both sides, however, have been markedly reticent 
in providing information about the real nature of the dispute. 
For that reason alone, intervention by the Ministry of 
Labour might do a good deal to clear the air. The Austin 
management’s attitude is not an unreasonable one, but it 
has yet to be demonstrated that a dispute can be made to 
vanish simply by denying its existence. 


Capital Francs for Tourists 


NE of the more exotic of the many varieties of French 

francs has recently emerged from the jungle of the 
exchange market and stepped out into the open country 
roamed over by the tourist. It is the capital franc, a species 
that has some family relationship to Britain’s blocked sterl- 
ing and that is dealt in on a market that resembles, though 
somewhat remotely, the market in security sterling. Under 
existing French exchange regulations, foreigners who 
own investments in France may not sell them in order to 
repatriate the proceeds, but must hold the proceeds of any 
such sales in the form of these capital francs. The general 
rule has been that capital francs may be used for re-invest- 
ment or for meeting current expenditure in France. Their 
iransfer is allowed from one non-resident account to another 
in France—but only provided that the accounts concerned 
are in the names of residents in the*°same country. As a 
result of this rule, there are as many sub-varieties of capital 
francs as there are countries whose residents have ever 
invested in France. There are, therefore, markets in Ameri- 
can, British, Dutch, Belgian and many other of these sub- 
varieties. By far the most important is the market in 
American capital francs, which is fed not only by the pro- 
ceeds of capital transactions but also, and much more 
heavily, by the blocked portion of American film earnings in 
Krance. British capital francs have in the past been used 
by some important banking and commercial firms that had 
local payments to make in France ; in that respect, incident- 
ally, the authorised uses of capital francs have always been 
much wider and more liberally conceived than those of 
security sterling. 

The new development in the past two weeks is that the 
French exchange control has now officially condoned 
arrangements under which capital francs can be made avail- 
able for tourist expenditure. The rule of limiting transfers 
within a single residential group still applies, so that British 
tourists are entitled to spend only British capital francs ; in 
order to obtain these they must buy French travel cheques 
in Britain—which can be obtained through the joint stock 
banks in the ordinary way—instead of taking their tourist or 
business allocations in the normal form of sterling travellers’ 
cheques. The snag is that if the tourist does not spend 
all his allocation, he may find some difficulty in reconvert- 
ing his unutilised capital francs when he gets back home 
again. The Bank of England has intimated that it has no 
objection to the use of capital francs by British tourists, 
provided the amount issued to each individual is limited to 
the basic tourist ration. The increase in the demand for 
British capital francs has already been reflected in the rate, 
which has hardened from F.11§0 to F.1075 in the past ten 


47 
days ; at this rate the new type of franc would be nearly 
10 per cent cheaper than the official france (at Frs. 980 to the 
pound). 


Towards a Tin Truce 


HE attempt, abandoned in 1950, to reach an inter- 
. national tin agreement is to be resumed. At the conclu- 
sion of its meeting last week the International Tin Study 
Group announced that it had agreed “to set up a 
working party open to all members of the group.” This 
working party will consider international action regarding 
tin and, if necessary, report to the United Nations that 
conditions exist for “the resumption of the 1950 Geneva 
conference on tin.” The opposition of the United States 
to the operation of a buffer stock caused the “ adjourn- 
ment ” of the conference in 19§0 ; since it has now appar- 
ently agreed to setting up the working party, there may 
have been a step forward, however tentative, towards an 
international agreement. The subsequent announcement 
of renewed truce talks in Korea has caused a number of 
commodity prices to fall, and in a fairly active market the 
London price of spot tin dropped by £12 to £930 a ton. 

The working party, when it meets on June 1§th, will 
have to take account of two major considerations, one 
statistical and one historical. Statistically, world consump- 
tion of tin has been falling since 1950 while production 
has continued to rise. Historically, there are bitter 
memories: American consumers think they were over- 
charged in the thirties as a result of the operations of the 
tin producers’ scheme of those years, and they believe they 
were “ gouged” more recently, at the beginning of the 
Korea crisis. That ill-fecling led to the American buyers’ 
strike of 1951, which enraged producers in Malaya who 
felt the fight against Communism was hard enough without 
an added economic blow. But now producers and con- 
sumers, including the United States, are prepared to talk 
again. This is the beginning of a truce in tin ; it is early to 
say whether it will lead to the beginning of an agreement. 


The Comet and Airworthiness 


HE task of the British Air Registration Board in 
‘eae to persuade the American Civil Aeronautics 
Board to accept British certificates of airworthiness for jet 
airliners in general—and, in particular, for the Comet IIIs 
ordered by Pan American—should be made a little easier 
by the report published in Pakistan of the cause of the 
fatal Comet crash at Karachi last month. The aircraft 
was on a delivery flight to Canadian Pacific Airlines and 
the pilot had not put in many hours flying Comets. He 
took off under conditions that called for very close 
observance of the instructions, but made precisely the same 
mistake as the more experienced BOAC pilot who crash- 
landed his Comet at Rome airport last October. This was 
to raise the nose of the aircraft too high during its take-off 
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run. When the angle between the nose and the run-way is 
kept at about 6 degrees, take-off is normal. But if the angle 


is raised to more than g degrees, it creates so great an 


increase in drag that the engines cannot get the aircraft off 
the ground. 

There is a danger that pilots converted from flying piston 
engined to jet under-estimate the vast 
difference between the two types of aircraft, and while they 
do, tragedies of this kind may still happen. 


uirliners will 


The training 
course is being modified to take this into account, but it 
may be necessary to add one more instrument to the already 
overcrowded cockpit in order to measure the position of 
the nose in relation to the runway. This is governed by 
the position of the control column, but two successive errors 
of this kind suggest that a second check is desirable. The 
investigation has cleared the Comet of any doubts as to tts 
airworthiness and safety, and to that extent has answered 
recent American critics—one of them a member of the 
Civil Aeronautics Board itself—who have been saying that 
jet aircraft are unsafe at take-off. But it does not resolve 
such fundamental points of dispute as the position of the 
engines. Present American thinking insists that 
should be suspended below the wings. There is no aero- 
dynamic justification for this ; it was a method of construc- 
tion that was first adopted by American jet aircraft 
designers simply because they used wings too thin to house 
jet engines in any other way. But while basic misunder- 
standings about points of design persist, nothing that the 
Air Registration Board can do by way of sending detailed 
answers to detailed American technical queries—as it has 
done recently—can bring matters much further forward. 
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The Price of an Engine 


HE history of the Proteus aero-engine, as outlined by 
T the Comptroller and Auditor General last week, is 
fortunately not typical of all aero-engine development. The 
cost of most development work in the aircraft industry is 
financed by the Ministry of Supply, and the average cost 
of developing an aero-engine, in these days, can be put very 
roughly at {4 million. By the end of March last year, nearly 
£10 million had been spent on the Proteus project, and 
more than {13 million may have been spent before it is 
completed. 

The Bristol Aeroplane Company began work in 1944 on 
the Proteus as a turbo-prop engine for long-range operation. 
It was intended to build first a low-powered pilot design (the 
Theseus) and follow this with a full-scale engine of 4,000 to 
§,000 horse power. The probable cost of developing these 
engines was expected to be rather less than {£500,000 ; they 
were to power those two flying dinosaurs, the Brabazon 
airliner and the Princess flying-boat. 


developed as succ essfully Or as 


The engine was not 
speedily, as was necessary, 
and although this was not the main reason for the eventual 
abandonment of the Brabazon and Princess, it was a 
contributory factor. The Theseus pilot project was dropped 
after {3,600,000 had been spent on it ; a pure jet version 
was scrapped when expenditure had reached £600,000 
The first two versions of the Proteus, both of which were 
failures, accounted for a further £5,600,000 by March, 


1952. Most gas turbine engineers believe that the reason 
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for these failures lay in the design chosen for the compres- 
sor. The engine now under development, the Proteus III, 
uses a different type of compressor, and is for all practical 
purposes a new engine. But a further £3 to £4 million 
may have been spent, in addition to the {10 million already 
accounted for, before the Proteus III is ready for commercial 
operation in Bristol’s Britannia airliner in 1955. The cost 
to the public of developing the Brabazon, the Princess and 
their engines has been probably around £30 million, all 
of it a total loss. On the credit side, experience on these 
projects has contributed much towards the successful 
Britannia, with its Proteus III engines. This is a prolonged 
and expensive way of buying experience. It raises the 
question whether, in such cases, another company fresh 
to the problems might not more profitably be given an 
opportunity to try its hand at projects that have already 
baffled one group of designers. 


Aluminium in Plenty 


ROM the beginning of April, the Ministry of Materials’ 
F selling price of virgin aluminium has been reduced by 
£5 to £161 a ton delivered into consumers’ works. The 
Ministry buys most of its aluminium from Canada, and the 
reduction in selling price merely reflects the recent strength- 
ening of sterling in terms of the Canadian dollar. There 
has been no reduction in the price charged by the Canadian 
producers. On the contrary, North American prices for 
aluminium have remained extremely firm, in response to 
the continued pressure of American demand for metal. 
Mr Nathanael Davis, president of the Canadian Aluminium, 
Ltd., said recently, that although the world shortage of the 
metal is over, defence and stockpile requirements in the 
United States continue to exceed supply. Indeed, now the 
United States has had to supplement its normal supplies — 
which come partly from home production and partly from 
imports from Canada—by further “borrowing” of 
Canadian metal that was under contract for purchase by this 
country. 

In this country the shortage of metal had eased by June 
last year. In the whole of 1952 new supplies of virgin 
aluminium amounted to 262,000 tons, of which 234,000 
tons came from imports and the balance from home pro- 
duction ; the output of secondary metal was a little under 
100,000 tons. ‘Total consumption of aluminium last year 
reached some 297,000 tons (about 200,000 tons of this 
being virgin metal) and although no figures of commercial 
stocks are available it is known that fears of a reduction in 
aluminium prices have led consumers to run down their 
stocks in the last few months of the year. 

Since December consumption itself has fallen away 
sharply and in January it amounted to only 20,000 tons 
The slackening of demand has affected secondary as well 
as virgin aluminium and there have been heavy falls in the 
price of most grades of scrap although the purer grades 
ire still short. Practically all the aluminium using industries 
have been using less of the metal. Demand from the air- 
craft industry—one of the main users—has declined with 
the slowing down of the rearmament drive. The motor 
vehicle industry—which uses large quantities of cast 
aluminium products—and the hollow-ware industry have 
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encountered falling sales both at home and in the export 
field. For a time during the latter part of 1952 increased 
requirements of aluminium for export in the semi-manu- 
factured state helped to cushion the slackening of demand 
elsewhere, but these exports are now encountering much 
heavier competition, notably from Germany. In the circum- 
stances it is not surprising that the Ministry has readily 
agreed that another 50,000 tons of the 250,000 tons of 
Canadian metal which were due to be delivered to Britain 
can be diverted to the United States this year. Nor is it 
surprising that the Ministry has opened negotiations with 
the Canadian producers for handing back the metal to 

Once again the Ministry are baling out of 


Neguib’s Cotton Market 


HE Egyptian government has announced that it does 
not intend to reopen the Alex 


ket that it closed suddenly last November. At that time 
7 






andria cotton futures 
futures 
market and of a shortage of dollars that prohibited operation 
on the New York futures market, the market in Alexandria 


yA ver 
1d not Cove! 


t argued that because of the absence of a Liverpoo 


its operations and that its fluctuations in 
price had become dangerously violent. The Egyptian Gov- 
ernment considers that these reasons still hold good, and 

intends to continue its present system of fixing buying 
and selling prices. The selling price for government cotton 
will still be related to the previous day’s closing price in 
New York for American cotton ; at present there is an addi- 
tion of 30 per cent for Karnak and § per cent for Ashmouni 
cotton. The buying price, however, will not be subject to 
any such fluctuations. It will be fixed for the season on the 
basis of an estimate of costs of production, and the govern- 
ment has already given warning that its buying prices for 
next season may be set lower than for the current season. 

These announcements are made after the return of the 
Egyptian mission from its tour of Europe. 
There is little doubt that the mission was able to inform 
the government that consumer countries raised no serious 
objections to the present Egyptian arrangements. The 
mission was no doubt also able to report that the price 
reduction in Ashmouni resulting from the addition of § 
instead of 10 per cent on New York prices, announced while 
the Mission was on tour, was very well received in Europe 
The mission incidentally learned that there is no hostility 
nm Lancashire to buying cotton from Egypt—at somewhat 
jower prices. 


cotton 


Secondhand Ship Values 


HE prices Ol secondhand snips fluctuate even more 
i] h re he rate< } + +} * i, ] , 
rapidly than freight rates, but they de tend to follow 


the graph of freight rates—a few months in arrear. This 
1 3] t + , anh that -« Aran: L; 
tre a Is Well illustrated ina £ray n Mat acce mpanies a ship 


ued by Harley, Mullion 
in respect of the first quar 


3 


~+ 


er of this year. 
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This compares the prices at which ships of the Liberty 
type have changed hands during the last four years, set 
beside the movement of the Chamber of Shipping index 
of sterling freight rates for tramp shipping during the 
same period. Before the outbreak of war in Korea, 
Liberty ships were being sold for as little as £125,000, 
when the tramp freight index was about the 70 mark 
(1948 = 100). The steep subsequent rise in freight 
rates was exceeded by the rise in price of Liberty ships ; 
but this rise in secondhand values did not take place until 
between three and six months after that in the freight index. 
This relationship has held good throughout the decline in 
freight rates, except that the temporary dip of freight rates 
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in the summer of 1951 was smoothed out in the graph of 
secondhand prices. But in the last three or four months, 
the trend of secondhand values diverged from that of freight 
rates. On the evidence, it may be that the value of second- 
Rand prices for Liberty ships is due for a sharp drop. 
Reviving hopes of settlement in the Korean dispute, which 
is still artificially swelling activity in the Pacific trades, 
suggests that the secondhand ship market is in for a sharp 
decline, which may exceed that of the freight index itself. 
During the last three months the price paid for a Liberty 
ship has increased from about £260,000 to £280,000 ; this 
rise has been attributed to a reluctance to sell on the part of 
Greek shipowners, particularly in New York and London. 
Some British liner companies, on the other hand, have been 


quietly releasing their “ stopgap” tonnage on the market. 


SHORTER NOTES 


Argentina has again disappointed British exporters. 
Under the Anglo-Argentine protocol which was signed on 


New Year’s day Argentina should have issued exchange 


- 


ermits for the import of {1,500,000 of non-essential British 


nanufactured goods before last Wednesday. On the pretext 


> ho 


that the two countries cannot agree upon which goods 


} 


enouid be included in the list, it has taken no action at all. 


Imperial Chemical Industries, Ltd., is to build a Canadian 


plant for the manufacture of its synthetic fibre “‘ tervlene.” 
The $20 million needed to build the plant will be raised in 
] 


Canada, and the scale of production proposed is expected 


to be sufficient to meet Canadian demands. 
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FORD MOTOR. The return to more 
competitive conditions in the motor industry 
may have been the final spur that pricked 
Ford Motor into a policy of closer integra- 
idn between its assembly plant at Dagenham 
ind Briggs Motor Bodies, the company that 
manufactures motor bodies for it It has 
therefore applied for j received 


ana 
Treasury endorsement of its plan to acquire 


from Briggs Manufacturing Company and 
other United States interests 1,243,938 
ordinary shares in Bri 


gzgs Motor, at a price 
share (ex the dividend of 12} per 
lared by the directors of that 
These purchases from the United 
Ford Motor control over 
cent of the issued capital of 
Most of the remaining 756,062 


of $7.21] a 
‘nt just de 
company 

States will 
ibout 62 pe 
Briggs Motor 


give 
Tr 
I 


; ; : a a rece 
hares are in the hands of British shareholders, 
i f > } f +} > I ra tar i« off “Tit 
ind for each of these Ford Motor 1 ffering 
two new Ford ordinary shares and 5s. in cash; 
{ xisting Ford shares now stand at 56s. 6d., 


is there is to be a share for share scrij 


offer is 


in respect of these shares, the 
juival to 61s. 6d. for each Briggs share. 
On the eve of the announcement the latter 
M juol ‘d at 48s. lid This is therefore 
Pp unl a very attractive offer 


As with the Austin-Morris merger it may 
1 operation 


be some time before this financial 


‘ads to any production economies, but 
itimately it might buttress a _ wall 
against the chill winds of recession. Last 


year these winds were blowing less frighten- 
ingly in Ford’s markets than in those of 
ome of its competitors. In fact, in spite 
of the restrictions imposed in some foreign 
markets and in spite of last summer’s strike 
it Dagenham, Ford succeeded in selling 
164,760 vehicles in 1952, or only 912 less 
than in 1951 ; and in spite of the price reduc- 
tions introduced in the middle of last year, 
the value of total sales increased from {70.2 
million to £83.9 million and trading profits 
idvanced from {11.3 million to £11.9 million. 

Unfortunately for shareholders, the happy 
story ends there. Higher charges for depre- 
ciation (including a provision for exceptional 
depreciation) and for taxation ({5.7 mulhon 
including £1.1 milhon for EPL), coupled 


with an increase in the provision for 
back service pension contributions, have 
reduced net profits from £3,984,512 to 


{3,029,526 ; the 
their awareness of the prob 
fixed assets at current va 
aside £2.5 million to reserves 
It is not surprising, therefore. t the ordinary 
dividend has been left unchanged at 15 per 
cent. On the assumption that dividend dis- 
bursements will not be increased just because 
nominal capital is being increased—and no 
shareholder should expect that they will be— 
the £1 ordinary shares at the current price 
of 56s. 6d. yield 5.3 per cent. 


directors ha also shown 
of replacing 
by setting 


r this purpose. 





* 
DE HAVILLAND. ‘There was a murmur 





n fact almost a growl—of disappointment 
n the market w 1 De Havilland ord 
dividend nnounced. Immediate 
announcement e {l ord S 
\ m rked do I ] + ( tne 
f ywing d of 1 ( 
ls. 73d. to 30 tid Ir I 
divid i ( 
haps to per it. Instead ( 
Vy announced tl a ( 1d o! Dp 
would be maintained on an ordinary 
al of £4,385,459 ; in 1950-51 the same 


rate was pa d ona < ipit il of £2,740,912, and i 


quarter of that rate was paid on a capital of 


| | Company Notes 


£1,644,547 (in accordance with the terms of 
the new issue of that capital). The dividend 
disappointment was accompanied by what 
appeared to be a blot on the company’s recent 
record of steadily expanding profits ; in the 
year to September 30th last profits (struck 
after all charges except taxation) fell from 
{2,890,764 to £2,772,904, and net profits fell 
from £639,290 to £597,108. 


Years to sept 30, 

1951 1952 

AMfAh €arnines — + t 
> tax itvesicce ROUTE. 271s 
NCOME.....00 104,568 215,676 
socseens, A AIGRIe. DOG 
e' profit Baas 639,290 597,108 
idends . 124,112 172,677 
‘ } er ent , 7 7 
Re ed sub iiries ; 324,919 282,178 
¢ eserve 200,000 250,000 
‘ forward 29,921 95,228 

fl 30s. 6d. yields £4 18s. per cent 
It is possible that this fall in profits merely 
eflects the rather arbitrary incidence of con- 


tract } 


ract completions in the aircraft industry. But 
may also reflect the heavy cost of the com- 
pany’s capital development programme ; cer- 


tainly the massive outlays on that programme 
provide one of the main reasons for the 
re: dividend payments. As with the 
Hawker Siddeley dividend, the directors’ de- 
cision also, of course, be affected by 
political as well as economic overtones. 
Nevertheless, although De Havilland may 
soon reach the peak of its production for 
military aircraft, profits should increase in the 
year; at the top of this wave, the 


mav 


current 
directors should take the opportunity to in- 


crease the dividend—if only as a reward for 
patience. 


* 


BRITISH OXYGEN. When British 
Oxygen followed up its scrip issue in mid- 
1952 with a cash issue of ordinary shares 
last November, it set in train some divergent 
market guesses about what its final rate of 
dividend would be for the year to December 
31st. Most guesses ranged from a dividend 
of 7} per cent to one of 9 per cent. In fact, 
the company has fulfilled the most sanguine 
expectations by declaring a dividend of 9 per 
cent on a capital of £8,117,698, in addition 
to an interim dividend of 6 per cent on a 
capital of £6,244,383. These two dividends 
are equivalent to 224 per cent on the capital 
existing in 1951, when a dividend of 20 per 
cent was paid. The increase in equity pay- 








ments has certainly been justified by the 
Years to Dec. 3], 
1951 1952 
f t ear 5 — 4 £ 
P 4.595.414 5 577,376 
f 1,552,945 1,602,284 
| 1,965,134 2,523,10] 
’ 1,146,323 1,250,858 
é 437,107 580,25 
ends (per ce 4 18 
es 14,464 366,610 
f 00 250,000 
a 440 Dy.10,898 
year’s results. Trading profits have advanced 
fror 4.595.414 to £5,577,376 and net profits 
fter a much heavier charge for taxation) 
fro 1,146,323 to £1,250.858. The directors 
to report that last year’s trading was 
factory and tained 
ales °—a growth that was 1ided 
1 development. On this showing, 
i can pi bly expect—and they 
certainly hoy that a dividend of 
15 per cent will be paid on a capital of 
{8,117,698 in the current year, On that basis 


tock units, at the 


the rdina current 
price of 54s, 3d., would yleld 54 per 


cent, 
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SECURITY PRICES AND 
YIELDS 


Prices, British Funds e, Price (Gros 
Year 1955 and Mar Mar Yield 
Jan. 1 to Guaranteed 25, a Marc. 51 
Mar. 31 Stocks 1953 1953 1953 
High Low i « ¢@ 
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93yyi G1A Br. Gas 34 € } 923 |4 1 5! 
90% 874 Br. Iron & 
34% °79-81 89% 90 4 2 8 
¢) Toe est date. (f) I ] atest da 
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EXCHE QUER RET URNS 




















For the 10 days end March 31, 1953, total 
| ordinary revenue was 4{134,255,000, against 
ordinary expenditure of £212 078,000 and issues 
to sinking funds /478,000 Thus, including 
sinking fund allocations of £35,227,000 = 
surplus accrued since April 1, 1952 
£88,124,000 compan 1 witl a surplus 
} £579,733,000 for the fil sisie’ sa 
Esti- April 1 = 1, 9 days 10days 
mate, 1951 952 ended ended |} 
| 1962-53 to to Mar Mar 
Mar. 31,| Mar. 31,} 31 31 
£000 1952 1953 1952 | 1953 
= i 
Receipts into the Exchequer 
| REVENUE a eee 
| Or! REVENUE 
Income Tax 1804 22511668,.749 1736,2531 59,5435 56,880 
Sur-tax 123,000} 129,600 131,201 4,700 5,600 
Death Duties 175,000] 183,000 151,85 3,900, 4,500 
Starwps 57.500] 61,900 60.250] 2,100) 1,600 
Profits Tax & EPT 452,000] 315.400 376,100] 11,200 9,400 | 
Excess Profits Levy 5,000 2,950 750 
Specia Contribu- ) 
mn and other > 2,00( 3,270 2,020 60 30 
land Revenue J 
Total InJand Rev. 2618,72 1,919 2450,603 1,303. 78,760 
Customs 1043 198 497 1024 498 3 24.0851 
Excise 77 ) 739 095}19,490 19,735 
| 
J Custorn } 
J € 8] + 63,591 5 435,820) 
Mc I es 64,1 67,655 685 
£ from | 12,0 4 
} et rece 7,728 } 
B st Lice 1s 14,1 14, 8( 350 1,200} 
I ¢ 2 24 68 
} l 3 475, | 
542 
' t 2 2 3 278 6,5 
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$1 
M oa a ; 
CHANGES IN DEBT ({ rmovsann) | BANK OF ENGLAND RETURNS 
r ate PAYMENTS 
reasury Bills...... 96,358 | 9% Def Bonds 750/188UE DEPARTME 
wat Seve Certs... beao | 4 ¢ Def. Bond 2,988 | ’ NT 
f. Bonds 640 Nat. War Bonds | 
ax Reserve Certs... 11,594 fee 53 250 | MARCH 25, 19653 
3% Terminable An- | 
nuities 1,27¢ | f 
Other debt NOTES IS Govt. De 11,015,100 
Internal 1,535 In Circulation 148 Othe ail 
Ways and Means Ad | Ir Banking Securitie 1535.758.73€ 
} vances 24,845 ! Depa ment Other Se es 5 Rae 
—_ -- | } Coin tf er th 
41,192 | 31,638 R« 2,510,319 
Amc t of Fid 
| Issue 1550.000.000 
Gold Coin and 
/FLOATING DEBT ({ m1L1LI0N) Bullior ‘ 
j Wb per oz 
Ways & Means | fine ; 6,822 
Advances Float ‘ 
1550,356,823 1550, 356,823 
i 
4,611-0] 
. 2 1| 
1953 
Jan. 10 | 4,636-19 249-1) ... . 4885-3) BANKING DEPARTMENT 
» AT |3,010-0 ) 1,669-6 | 261-7; .. a 4,831-3} 
» %4 | 2,980-0 | 1,615-9 | 268-2 : . | 4,764-1} { , 
° 31 2,940-0 ‘aad 2} 250-6 oo oe 4,684-8 Capital 14 553.000 Govt. Securities 343 ye 429 
Rest a 979, %€ Other Securities 22,070,100 
Ped. 1 |2,910-0 |1,414-1] 248-0] ... ~ |4,569°1| Public Depts 45 '665 195 Hinton 
w 14 | 2,890-0 | 1,416-1 235-1 s 4,541-2 Public Accts® 14,626,127 Advances 6.169.445 
» 421 |2,870-0 |1,441-5] 270-8 | 1-8 . 4584-1) BM. Treas Sanuntiine 1E OU) 655 
w 28 | 2,860-0 | 1,446-0 | 256-7 | x | 4,562-7 | Special Acct. 32,039,068 — 
| Other Depts 363,298,576 
Mar. 17 2,840-0 | 1,491-4 | 277-8 [4,609°3) Bankers 288,310,257 | Notes......... €1,602,983 
” 14 | 2,820-0 | 1540-5 | 275-1 | 4,655°6 | Other A 24,988,819 Coin 04 21€ 
” 21 2,810-0 | 1569-5 32-2 oe 4711-7} r ay , 
y _ 31 4406-6 303-5 3:8 a 4,713-9 | 
* In consequence of official purchases of tender n | 428,496,738 428 496,738 
connection with cash subscriptions to the new Issues of d¢ ‘ | 
| Funding Stock, it is impossible to calculate the divis ° 3 g Exchequer, Savings Bank Cor f 
between tap and tender bills until all the bills purchased | National Dt nd | end cA t 
have passed their original maturity date. | 
TREASURY BILLS 
Amount (/ million) Avorage Allotte: 
Date of Rate at 
Tende: aed | of Min \COMPARATIVE ANALYSIS (f m ON) 
Offered | * Bet "| Alle tted Allotment Rate 
™ 8 d ne 
Mar. 28 210-0 240.2 210-0 47 3-6] al | 
} 
Dec. 24 230 -¢ 291-0 20:0 | 48 4-3 69 S 
1953 | a — t = oan <a = 
Jan. 2/| 180-( 249-7 | 180-0 | 47 8-21 63 SS 
o 9 180-¢ 264-2 180 -( 47 7-91 87 Isst 
» 16] 200-( 293-6 | 190-0 47 11-44 48 Note t 11,394-0 | 1,481-¢ 4 
<a 190-0 285-3 190 -( 47 «11-47 43 Note h 
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THE STEETLEY COMPANY, LIMITED 





The twenty-third annual general n 1Z 
Steetley Company, Limited, was held 
m March 31st at the Royal Victoria Hotel, 
Shefhield, Mr N. M. Peech, chairman and 
managing director, presiding 

chairman’s statement 
ounts for 


The following is the 
with the report and acc 
to December 31, 1952 


irculated 
the year 
In the last annual report, an attempt was 
made to present a picture of what dolomite 
and refractories are and of Steetley’s activities 
in these fields. It was shown that dolomite 


1 magnesian limestone) and other minerals, 


such as magnesite, silica and chrome ore are 
processed into refractories which are sub- 
stances that have to withstand great heat 


without distortion of shape and which, both 
in granular and in brick form, are widely 
used in industry. For example, all the metal 


ind some other commonly used products 
begin life in a furnace that is lined with 
refractories. 

This year the intention of the report 
accompanying this statement is to illustrate 
new works, to describe the further mechani- 


sation of processes and to show the improve- 
ments in working conditions that have been 
since the war in the dolomite divi- 
company 


achieved 
sion of the 


SEAWATER MAGNESIA 


Shareholders have been advised that the 
company has repurchased the Palliser Works 
at Hartlepool from the Ministry of Materials 
ind a new wholly owned subsidiary named 
Steetley Magnesite Company, Limited, has 
been formed to take over and operate these 


asses 


It has always been the board’s intention 
to repurchase these works from their war- 
time owners when circumstances permitted, 
not only because we originated the process of 
extracting magnesia from dolomite and sea- 
water, but also because ownership of this 
plant would provide a more solid base for 
the refractory brick manufacturing Operations 
of the group in the interest of customers. 


STEETLEY OF CANADA, LIMITED 


The formation of this company and the 
parent company’s participation in it to the 
extent of $1 million, or some £360,000, has 
been announced together with the public 
issue in Canada of $25 million in bonds. 
Canada attracted us for this investment 
because she 1s now forging ahead, she has 
a stable Government that acts on the premise 
that healthy and progressive industry is the 
life-blood of the country, she 1s blessed with 
exceptional raw material resources, and, as 
the population grows, so this vast country 
will be turther developed and steel produc- 
tion will expand. 

After extensive surveys which 
mer alia that the Canadian steel industry 
was relying largely on imports of burned 
dolomite refractories from America, it was 
decided that the procedure in the early days 
of the Steetley Company should be followed, 
namely, to base initial operations on the 
acquisition of the best dolomite quarry, 


revealed 


EFFECTS Of 


MR N. M. 


SALES, TONNAGES AND EFFICIENCY AGAIN HIGHER 








rategically located, and then build 
sing plant (designed for Canadian market 

ynditions) to produce dead burned dolo- 
mite refractories for the daily maintenance 
of steel furnaces, In order to obtain supplies 
of dolomite from a quarry with a big enough 
production to be economic, it was necessary 
to acquire a _ controlling interest in_ the 
Canada Crushed and Cut Stone Company, 
one of the largest crushed stone and building 
businesses in Canada. It was expedi- 
ent also to acquire all the outstanding capital 
Dolomite Refractories, Limited, a 


proce3- 


stone 


stock of 


company with which Steetley has worked for 
many yea;©rs. 

The foundation of this new enterprise we 
believe to be sound and although Canad: 


immune from international trade 
look to the building up of a 


cannot be 


Ccycies, we 


valuable asset over a period of time. Early 
dividends on the common stock, of which 
Stectley of England owns $150,000 out of an 


issue Of $250,000, certainly are not looked 
for but 45 per cent interest per annum is 
payable on our cumulative preferred share 
holding of $850,000. The new plant is 
expected to be in operation in the summer of 
1954 


1iHiE NEW AND RE-EQUIPPED DOLOMITE 
WORKS 


After six years of war with every effort 
concentrated on production and with no 
opportunity of building new works, a com- 
prehensive survey of the group activities wa3 
undertaken in 1945, 


In order to obtain the greatest production 
per man employed in the Dolomite Division, 
one new big quarry and processing works in 
the centre of Britain would have been ideal 
but the railway rate element in the cost of 
the product to the consumer among other 
good reasons clearly indicated that three 
works, one on the NE Coast (Coxhoe), one 
in the centre (Cadeby) and one in S. Wales 
Taffs Well) were essential. 


‘The new Cadeby works has proved suc- 
cesstul and it is producting some 1,500 tons 
of dead burned dolomite per man _ per 
annum = =‘This is due to two main factors. 
First, excavators bigger than those then made 
in this country were imported from America 
for use in the quarries and second, the new 
dolomite processing plant was built on a 
straight line layout and much ingenuity was 
shown in the design thereof ; for example, 
the scale car charging machines (which are 
not unlike those used in modern blast 
furnace practice) feed, with one operator per 


shift, 7,500 tons of raw materials weekly into 


the cupolas and effect great economy in 
labour. 
The Coxhoe works has also proved 


successful and we have similar expectations 
from Taffs Well when it is completed. To 
meet current demands, the old Steetley 
works and Llynclys works meantime have to 
continue in operation. 


The new and re-equipped works brought 
about a marked improvement in working 
conditions and the new methods greatly 
facilitate continuity of production in bad 
weather. 





PENAL EXCESS PROFITS LEVY 


PEECH’S STATEMENT 








DIVISIONAL REPORTS 


three 


divisions, sales, tonnage 
were 


In all 
produced and works efficiencics 
higher than those achieved in previous years 


In the Dolomite Division, the demand 
for dead burned dolomite remained un 
changed from 1951 until the last quarter of 
the year when it rose rapidly. The various 
works operated satisfactorily throughout the 
year and at the time of writing this report 
the re-equipment of Taffs Well works, which 
has presented many problems due to stf¢ 
conditions coupled with the necessity for 
maintaining production, has’ reached 
point that the plant is operating at 50 pe 
cent of the new rated capacity and it wi 
Shortly reach full capacity. he Ground 
Limestone Company makes progress. 


i aul 


In the Refractory Brick Division, both the 
Oughtibridge and Steetley Brickworks did 
better than ever before. The new acquis 
tion, the Cleveland Magnesite and Refract 
Company, justified the purchase price. 


In the Magnesia Division, the Pallise 
Works had a satisfactory year although Brit 
mag exports had to be restricted on account 
of important home demands. Steadily ristag 
productions were obtained at the reopened 
Harrington Works which the company con 
tinues to manage for the Miunistry of 
Materials. 


GROUP TRADING RESULTS 


The group trading surplus, after deducting 
debenture interest, depreciation and dire 
tors’ fees, and adding investment income, 
amounts to £652,694, compared with 
£465,488 last year. ‘The figure of £652,694 
includes a sum of £30,149 on account of 
trading by the Cleveland Magnesite and Re- 
fractory Company for ten months and the 
Steetley Magnesite Company for three 
months. 


The provision for taxation is £427,061 
In 1945 with excess profits tax at 100 per 
cent at the culmination of five years of wuc, 
taxation took 61 per cent of our trading 
surplus and this year it takes no less thaa 
65 per cent. 

The net profit amounts to £225,633, com- 
pared with £193,512 last year. After pro- 
viding £73,960 for dividends based on the 
same moderate rates as last year, there is 
left to finance an existing and expanding 
business and to replace old machinery only 


£151,673. 


The penal nature of the current excess 
profits levy is illustrated when the company’s 
financial advisers state that if we need an- 
other £80,000 to pay for certain new capital 
equipment, and if it is possible to earn such 
a sum after tax, through increased efficiency 
or by the introduction of new methods, the 
group surplus before tax would have to rise 
from £650,000 to £1 million—earnings of 
4,350,000 to provide £80,000 of capital equir- 
ment! The excess profits levy is an intoler- 
able burden and a negation of just whuir is 
required to raise the standard of living in 
Britain today, and make the country strong 
and prosperous. 
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Clearly the economic predominance of 
America and Can is due to th vast plant 
Investment and consequent rease pro- 
d on per t in the last decad 
I I } I d ouragement, 
i « ) pr € KIT 
i j ( | oO pre ] more he id 
and more to enat to Ort more 
goods Lo | lor more imports It £ ly- 
in; read tl Government spc men now 
advocate Britain rewar 12g rd work, making 
the utmost u or techn! 4 kill and g ny 
ever hance Oo ent rise nd a ture 


dec] iration 


The 
mearre 


table in the report illustrates the 
sums the company has paid in divi- 
dends compared with taxation and wages. 


The savings from increases 


in productivity 
have been shared wi 


h customers by a steady 
reduction in prices relative to current wage 
rates and with employees in_ the 
higher pay packets. 


form of 


‘The company has bene- 
fited from the expansion in volume output. 
The position is illustrated in other 
attached to this report. 


tables 


BALANCE SHEETS AND THE NEW ISSUE 


Principal changes in the parent company’s 


balance sheet reflect the issue of 46.666 
ordinary shares to acquire the issued capital 
of the Cleveland Magnesite and Refractory 
Co., the additional investment of £300,000 in 
subsidiary compan to take up th sued 


capital of Steetley Magnesite Co., Ltd., and 
a joan from the parent company to that con 
of £200,000 which, since the close of the 


issue Of a 


200,000 in shares and the inve 








) iment 
of 6inS of Canada, Ltd The 
b: of t n commitment aque 
for payment in |! 

T} ‘ o] d ] e sheet fiects the 
} ue of € \ Steet M 7 1¢ 

T ravi 
( HI i Ir iS! tor £450,000 
2 1d n { n ot | < \ < { 
tie of the Cl] i nda Steetle Mae te 
C4 ni i ore nvestme in tne 
| } Way } « 

j \ OT i ne oteeti M : 
nesite Co., t mo s to £950,000. ‘There 
1 iS« VTi l Da ce sheet tne I ng 
€ ( of loar I lL of $2.500.00( 
ra og nad oO A } earl r rete 
h been mad 1 temporary commoda 
ton trom nk 1dit om tion of 
, ; Stee of England 

rhe investn in Steetley Maer t 
Cor \ | I ¢ and Street] y of Cal la 
I 1, are n y ll on the d 
fund of the Oo I to ti extent of 
approximately 860,000, and after careful 


considerauion, the board decided that it would 
uppiement the liquid 


ome / 600.000 


BOARD AND PERSONNEI 
Mr R. Kinnear, who joined the board in 
1935 and has rendered valuable services to 
the company 
company 
l 


and to a former subsidiary 
has decided, on account of age, 
not to seek re-election at the 


meet 


innual genecrai 


no 
ng 


Shareholders will understand from. this 
review that it has been a busy year for all 
tanks of the management, staff and employees 


and we are indeed grateful to them for the 
progress and financial results achieved in 


1952 
PROSPECTS 
The year 1952 osec WV ll the prin pal 
works operating to cay] These capacities 
will be moderat € d and the ‘[affs 


Well re-equipment completed this year so 

I demand for our 
products and in the absence of 
circumstances, tnere js re 


that, based « the current 
untoreseen 
ison to believe the 


Pe 1 } * , 
year 1953 will yield satisfactory results 


The report and accounts were adopted ; 
the proposed dividends were approved ; Mr 
R. F. Summers was re-elected a director and 
the remuneration of the auditors, Messrs 
John Adamson Son and Company, was fixed. 


REFUGE ASSURANCE 
COMPANY LIMITED 
CLAIMS PAID IN YEAR—£g9, 300,000 


The chairman, Mr W. Proctor Smith, JP, 
in the course of a statement on the report 
and accounts for the year ending December 


31, 1952, said: 
This company, in its contacts with millions 
of policyholders, deals with a financial aspect 


of their private lves which is of supreme 
importance to them; for our life assurance 
funds, which exceed £113 million, are held 
entirely for their benefit, and each one 
them owns a share in all 


those 
securities in which those funds are invested 
We are 


in Our 


) 


amongst 


happily free to exercise discretion 


operations, 


and our guidir g principle 


2 
is that the customer is right, unle proved 
otherwise, and this necessitates an organisa 


tion designed to give personal 
all the requirements of our 


attention to 


policyholders. 





Life assurance is a personal busines The 
canvass takes place 1 the che home 
the proposal form is signed there the poli 
s del ad ere ar I idustrial 
brancl a ofte n the ordinarv t ich, the 
premiums are collected there O epre 
sental hand t oO! It d it is he 
who arra for the ¢ ent of the policy 
mon 4 } ms ar 

Cr Pp} ¢ Or tax a ( ¢ ig 
DU life e pre les a counter t S 
discouragement, for its importance lies in the 
hat I ( or pu iy aside, ye alic¢ 
year, mo payme premium iF 
tn nnectio ( new Di ness figure for 
last V c plea € ly e ordin , 
branch, the 1 new sun ured a int 
1 ££.) 4/6946 tne Ey ich to 
j 14 60 ] 

It j constant end our o secure 
effici h the n num of expense 
Ou oO for the ea re affected | 
highe ( emuneration g ted last year 
to ou iff It has be ou ( er lo 
adjust « ( I ili¢ i nimis¢ he eff 
oi t r ¢ ‘ r ex] 
large I e we have ( iccessti 

‘\ g s mortality, that for the pa eal 
wi h did tt reflect such an experience a 
n nfi nza epider of 195] A I 
f ourable except t i mn of th 
yea wh tne shabt vinte! ondition 
be I Oo ¢ rt their f T} erie 
of the London togs wer mmediat the 
amoun t paid I Industrial Branct death 
clk n the fortnigh ommencu Decer 
Der + “ Z times pre I 1 
respect of the previous fortnigl I ‘ 
smal irea death clair ré 1 fror $ 3U4 
t 1.332. emphasising the expedition witl 
which our claims are paid n aspect of 
service to which the Company has alway: 


attributed great importance 
ulti- 


Geprecia 


An increase in the rate of interest 1s 
mately an 


advantage, but it bring: 


$3 


ton 


already 


the value of securities the Company 
holds. In the case of 
securities, in the absence of 


redeemable 
need to sell, 
permanent signif- 
cases it may be, and 
taken steps to deal wath it by addi- 


t len cn 
this aepreciation 1s not o 
cance, Dut in 


we have 





other 


tion i¢ reserve It Ss possible to invest 
increases in our funds at more favourable 
rates than have ruled fi r many years, and 


we hope that the increased 
some way 
to which I 


Transfers have been made to investments 
reserves of {1 million in the ordinary branch 
and {675,000 in the industrial branch, more 
than covering all depreciation at the end of 
the year. The net rate of interest earned on 
the life assurance funds increased to 
{3 8s. 7d. per cent in the ordinary branch 
and {4 Ss. 6d. per cent in the industrial 
branch. The assets of the company increased 
by over £5 million during the year and a 
considerable part of this sum has been in- 
vested in mortgages, the company’s total 
mortgage investments now being some 
£14,700,000, an increase of over £3 million. 
This increase reflects the continued popu 
larity of the house purchase scheme, under 
which nearly £4 million was advanced in 
1952 The total investments in British 
Government and British Government 
Gsuaranteed Securities together, show some 
reduction but there have been significant 
Increases In investments in debentures, pre 
ference and ordinary 


1 
considerab] 


interest may go 
to offsetting the heavier expenses 
have already referred. 


stocks due in part to 
e€ investments in new issues 


We recently made an offer to purchase the 
share capital of the Federated Employers’ 
Insurance Association, Limited, an _ office 
which transac insurance busine 
This offer was accepted by the shareholders 
of the Association 

1 


In the industrial branch, the 
valued were 8,464,453, assur 
‘The premium 


the life assurance fur 


ts general 


policies 
ng { 170,481,872 
ncome was {9,253,301, and 
d {55,196,865 It is 
550.000 for 


amongst the policyholders to 





proposed to set aside allocation 


grant additional 


premium-paying policies 


will xceptions dated prior to 
January 1. 1948, and to certain paid-up 
poli ¢ Certau iddition paid up poli Ies 
will also be granted on whole-lfe assurance: 
In the ordinary branch, the life assurance 


vaiued were 


516,847, assuring {131,405,346 


‘The premium income was {7,128,916, and 
the hfe assurance fund {57,917,756 It is 
proposed to declare on with-profit policie: 
in respect of each year’s premium due in 
1952 and paid, a reversionary bonus at the 


rate of £1 6s. per cent on the sum ired 





nd also, in respect of each year’s premium 
due in 195] and paid, a bonus at the same 
rate « th-profit policies becoming claims 
by death or survivance before March 20, 
1954, thus continuing for a further year the 


granted following the 1951 valuation 





Ar I im_bonus at the same rate will also 
. 
be | until further notice Che allocation 
nvol a distribution to policyholders of 
1,199.91 and the sum carried forward is 
{ 1,215,236, which is available towards meet 
ontingency which m rise, or to 
e dcai iin otne © as the t rd n 
let ( 
J om pa | lon: t 
mportance to staff relation: [here 
r Irom th opottom to the te 
tne ippropriate associat 
high! tin triendly relationst I 
opportun for free dis $ il 
nad we ppre c e loyal 
and efficient service rendered | grade 
f the iff 
We hall look for ( pt eu d 
better methods of adm tratior as the 


arise and particularly we shall aim to give 


and understanding service to each 
one of the millions of policyholders we are 
proud to include within the Refuge orbit 


pel sonai 
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BRITANNIC ASSURANCE COMPANY, LIMITED 


TOTAL CLAIMS PAID 


INCREASED BONUSES 


Mr J 


eighty-seventh 


A. Jefferson, FIA, presiding at the 
innual general meeting, said: 
1952 report and 
ises In premium 
funds. ‘The 


The salient features of the 
accounts are substanti 
income, interest income, and 
premium income in the life branches was 
£10,800,000—an increase of £465,000. The 
gross interest income passed the £3 million 
milestone and amounted to £3,139,000 in 
increase of f271,000. The total funds 
showed a record increase during the year of 
over £5 million to nearly £80 million. The 
mortality experienced in both branches was 
much lighter than in the previous year, and 
the net rate of interest earned improved. It 
can be said, therefore, that the company 
made all-round satisfactory progress in 1952. 
During the year the accumulated total of 
claims paid under life policies passed the 
impressive total of £100 million. 

‘ 


ORDINARY 


1] incre 


BRANCH 


Policies for over £8,200,000 new sums 
assured were issued in the ordinary branch 
in 1952. The premium income at {3,639,000 
increased by £182,000, and the funds in- 
creased by over {2 million to £29,484,000. 
Net interest was {921,000—an increase of 
almost £90,000—and the rate per cent rose 
by 2s. to £3 5s. 6d. per cent. Death claims 
at £361,000 were down by £33,000, but 
maturities at {1,197,000 rose by £120,000. 
The expense rate was slightly less at 12.3 
per cent, compared with 12.5 per cent. 


INDUSTRIAL BRANCH 


Industrial branch premiums at £7,160,000 
showed an increase of /283,000, and your 
directors believe that we shall be able to 
show favourable progress in the future—as 
in the past. When one realises that over 
£2,000 million a year is spent on smoking, 
drink and gambling, I think you will agree 
that there is plenty of scope to increase the 
£140 million a year in premiums at present 
being paid on industrial assurance policies. 
The net interest income at {1,642,000 was 
up by over £193,000. The net rate rose by 
5s. 3d. to £3 19s. 3d. per cent. Death 
claims were less by £217,000 at £1,515,000, 
and this was actually the lowest total in the 
last four years. Maturities at £1,699,000 
were approximately the same as in 1951. The 
expense rate at 26.7 per cent was almost the 
same as in the previous year, and in our 
opinion it was an achievement to keep the 
rate down to this figure in a year when costs 
were still rising. We continue to make posi- 
tive efforts by the increased use of machinery 
and revision of our systems to improve 
efficiency and limit expenses. The assurance 
funds tor this branch increased by no less 
than {2,667,000 to £43,262,000. 


It may be of interest to mention that 85 
out of every 100 new policies issued were 
endowment assurances, and the bulk of the 
business in force is now in this class. A long- 
term endowment assurance in an industrial 
assurance office is a good investment when 
bonuses are taken into account, even if one 
takes no account of the life cover provided 
during its currency. The habit of thrift is 
formed and sustained by the regular weekly 
or monthly calls of the agent at the policy- 
holder’s home to collect the premiums. 


The lapse rate in 1952 was the lowest ever 
recorded. Policies lapsed during the first year 
were only 12.9 per cent of- those issued. 
Lapses and surrenders, together with free 
policies for reduced sums assured, came to 


TO 


only 3.3 per cent the total number of 


policies in force. 
Where 


tinued, I 


premiums 


payment of premiums is discon- 
would remind you that where 
have been paid for at least one 
1utomatic proportionate free policy 
This means that full value is 
given for premiums paid, quite apart trom 
the life cover provided, and this is readily 
appreciated by the policyholder. 


There is no doubt that home 
insurance as a thrift movement, designed to 
meet the habits circumstances of the 
people and backed by an unequalled service, 
is today more thoroughly understood and 
appreciated than ever before. As an industry 
we are still continuing to spread information 
ibout activities, in the sure belief that 
the more that is known about our business 
the the chance that any criticisms— 


year, an 


is granted 


service 


and 


our 


preatel 


now fortunately less frequent and less ill- 


informed—will be seen in their proper per- 


spective, 
INVESTMENTS 


During 1952 there was a further general 
fall in stock exchange values, but I think the 
future will show this movement to have been 
merely the dying swing of the pendulum 
after so long a period of artificially sustained 
gilt-edged prices. Whilst the fall from the 
dizzy heights of a 24} per cent atmosphere to 
the surer ground of a 4} per cent basis has 
caused severe depreciation over the last few 
years, I have no doubt that economically 
the nation is the sounder for this readjust- 
ment. Actually our greatest falls have been 
in British Government securities, of which 
we hold no less than £36 million. 


To many of us the inevitability of this 
fall had been apparent for many years and 
we always had in mind the need to be ready 
to face it when it came. I hope that we can 
now take the view that the worst is over. 
We can therefore look back and see how we 
have weathered this storm. We emerge from 
it in a sound position without resort to any 
abnormal transfers. Our investment reserves 
of £5,700,000 adequately cover the depre- 
ciation as at December 31st, which results 
entirely from valuing fixed interest securities 
(the majority of which are in redeemable 
form) at present market values. 


Mortgages through our house purchase 
scheme increased by £2,282,000, and again 
showed the greatest individual increase 
among our assets. The only other item 
calling for comment is an _ increase of 
£1,474,000 in ordinary shares. Whilst we 
are still believers in sound ordinary shares, 
we have had to take great care in their 
selection for two reasons. Firstly, there is 
the very disrupting effect of Excess Profits 
Levy which, if too long maintained, could 
have a stultifying effect upon the expansion 
of British Industry, and secondly, there is 
the probability of a shrinkage of profit 
margins in some trades. The first factor is, 
I hope, only temporary, whilst the second 
will have little effect upon the dividends of 
those sound companies which have adopted 
i Cautious policy and paid dividends well 
within their earning capacity. 


It is a source of pride and pleasure to 
state that despite the depreciation of securities 
which has had to be covered during the last 
two or three years, it has been possible to 
value the policy liabilities on the same strong 
bases used during the last few years, namely, 
by the net premium method at 2 per cent 
interest. If the improved yield on new in- 


OVER £100 MILLION 


POLICYHOLDERS 


should 


prospe ‘> 


that we 


;, larger 
and our 
d by reason of the fact 
not weaken our valuation 


{ments continue 
emerge in future 
ire improve 


protit 4 
bonus 


did bases. 


INCREASED BONUSES 


In the surplus was 
£228,742, 
ward The 
increased sum of 
policies, 


ordinary branch the 
including £288,748 brought for- 

directors have allocated the 
£708,854 to with-profie 
which enables them to declare a 
reversionary bonus of £1 10s. per cent on 
the sum assured—an increase of 2s. on the 
1951 declaration The sum allocated to 
policy holders is almost £84,000 more than 


a year ago. 


In the industrial branch the surplus was 
{2,344,077, including £681,876 brought for- 
ward. The directors have allocated £800,000, 
against £740,000 in the previous year, for 
bonuses to Britannic policies, which again 
enables them to improve the rever- 
sionary bonus scheme. Inclusive of those 
previously declared, the bonuses on premium- 
paying policies in force on December 31, 
1952, on which 10 years’ premiums had then 
been paid, will be 8 per cent, increasing by 
1 per cent for each additional year’s 
premiums paid, up to a maximum of 31 per 
cent for 33 or more years’ premiums paid 
All the policies to which these bonuses have 
been added were issued without any right to 
share in profits. 


vested 


FAXATION 


Profits Tax and Excess Profits Levy have 
this year absorbed £135,000 against £90,000 
last year, but that is not the whole story. 
‘Taking income tax in each branch, together 
with the Profits ‘Tax and Excess Profits Levy, 
the total provided for tax by the company 
this year came to £704,000, whilst the net 
dividends paid to our preference and ordinary 
stockholders totalled £243,000. In meeting 
the Excess Profits Levy, the unexpended 
balance brought into the profit and_ loss 
account has provided a useful buffer and 
although it has declined during the year, it 
sull stands at the substantial figure of 
£393,000 


We advanced £3,398,000 under our house 
purchase scheme during the year, and after 
deducting repayments the net increase in 


mortgages in force was £2,282,000. 


In conformity with the general rise in 
interest rates, we raised the rate of interest 
for new advances from 4} per cent to 5 pet 
cent as from July Ist last. We did not, 
however, raise the rates on existing mort- 
gages, and so long as the borrower carrics 
out his obligations by regularly paying 
premiums and interest, he may feel secu 
against a rise in his commitments. There 
has been some recession in 
values which makes it 
scrutinise even more carefully the applica- 
tions submitted, and to discourage appli- 
cations on the older types of houses which 
have not been modernised. 

We are again recommending a transfer of 


£200,000 to the staff pension fund. A year 
ago I told you of the extension of the co 


house property 


necessary for us to 


pany’s non-contributory pension scheme to 
provide for widows and orphans, and already 
47 widows’ and orphans’ pensions have been 
granted. 


As usual, I conclude with an 
of thanks to the staff. The excellence of t 
report is a reflection of their work, 
express sincere appreciation of their 
and efficient services. 


express 

he 
y 

and if 


loyal 
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LEYLAND MOTORS LIMITED 


NET CONSOLIDATED TURNOVER EXCEEDS £28,500,000 


INCREASED VOLUME OF OVERSEAS SHIPMENTS 


NEED FOR SOUND INCENTIVE SCHEME 


MR C. BASIL NIXON ON “ WHERE THE SHOE PINCHES ” 


The thirty-fourth annual general meeting 
of Leyland Motors Limited was held on 
March 31st at Leyland. 


The following are extracts from the state- 
ment by the chairman, Mr C. Basil Nixon, 
circulated with the report and accounts: 


The net consolidated turnover at 
£.28,577,545, after elimination of purchase tax 
collections, is an impressive figure and 
accounts very largely for the increase in 
profits 


Although the export target was not reached, 
overseas shipments showed some increase in 
volume and exceeded in value 50 per cent 
of our total output of civilian vehicles. 


The consolidated net profit is £928,612 
(against £571,857) after providing a sum of 
£1,760,394 (against £1,014,885) for liability 
to tax on the year’s trading. 


Depreciation provided on our established 
basis is £468,076 (against £357,344). The 
board recommends that £500,000 should be 
placed to general revenue reserve, in addition 
tw £265,000 by the subsidiaries. 

} 


Forward capital commitments are £476,942 
(against £733,577 The value of stock, 
including work in progress, is {12,413,466 


(against 


£,.10,674,905). Debtors, including 
payments in advance, show a very substantial 


increase and, after providing for doubtful 
debts, stand at £5,333,464 against 
d 3.505.50]) , 


Higher taxation and the increase in stock 
and debtors have had a considerable effect 
on the liquid position of the company. ‘The 
cash in hand and the net credit balances at 
the bank at the commencement of the year 
amounted to /699,753, and the year ended 
with a net overdraft of £568,023. 


Continuance of the current method of com- 


puting wear and tear allowance for tax pur- 
poses on historic rather than replacement 
cost is of mounting concern to your board 


and to industry generally. The position 1s 
most unsatisfactory and the procedure 
inequitable. ‘he problem has been in the 
hands of the Chancellor and the national 
negotiating bodies far too long. It is now 
urgently necessary to seek out and agree an 
immediate solution, not waiting for the report 
of the Royal Commission on Income ‘Tax. 
EPL is increasingly recognised as a harmful 
lax. 


JRADING REVIEW 
The financial vear started with a large 
book of unexecuted orders In addition to 


the normal run of our business considerable 
progress was made in the development and 
marketing of industrial units, and numbers 
of railcar diesel sets have also been ordered 
by the Ulster Transport Authority and by 
Hritish Railways 

Substantial progress has 
the engineering research division and in- 
vestigations of considerable potential value 
have been undertaken. New models have 
been produced which were very favourably 
received at the successful International 
Commercial Vehicle Show held at Earls 
Court in the autumn. 


been made by 


Mechanisation of your foundries is 


now 
highly developed and the output of all 
foundries continues to rise. Approximately 
half the castings produced are consumed 
within our own organisation and_ the 
remainder are sold to outside customers, 


mainly in the automobile industry. 


Recently we issued a_ booklet entitled 
“Where the Shoe Pinches,’ which we sent 
to every member of Parliament and to other 
influential people, dealing with the many 
disabilities under which our industry labours; 
it is too lengthy to quote in extenso. A 
number of copies are, however, available to 
interested members. 


The “pinching” may be summarised 
thus: 
(a) The crippling burden of general 


taxation discouraging all development. 


b) The discriminatory tax burden aimed 
against road transport, a key tool of all pro- 


ductive activity. 

(c) Frustrating regulations, internal and 
external, strangling all enterprise 

d) Lack of any modern trunk road 
system in this country. 

Everyone must be made to realise that 


the world is in 
revolution. 


the throes of a transport 


At home the road coach fare from London 
to Glasgow, 400 miles, is 30s., and: of that 
sum approximately 10 per cent represents 
fuel tax. The normal railway fare is 
58s. 8d. third class and 88s. first class, nearly 


double and treble the coach fare. 


Taxation on an eight-wheeled lorry over 
a normal life of ten years is £13,264 and is 


20 per cent of the running cost of the 
vehicle. 
The country needs the provision of 


modern roads and regulations, and equitable 
taxation for road vehicles. 


In our sphere we look to the government 
of the day: 


(a) To repeal the purchase 
mercial vehicles 


tax on com- 


b) To provide for a uniform speed limit 
for all commercial vehicles 
(¢ To 


reduce substantially 


the tax on 
diesel oil in order further to encourage the 
use of this highly efficient form of motive 


power. 


(d) To remove at least some of the handi- 
caps on industrial finance 
trade. 


and international 


FULURE OUTLOOK 


International tension appears to have 
lessened, although the future remains clouded 
World need for our products is fundamental, 
but only governments can engineer the 
mechanism by which they can be traded, 
financed and used freely for the well-being of 
mankind. It may, therefore, be hoped that 
recent Commonwealth and international con- 
ferences will give some practical leadership 
and produce beneficial results. 


has been a 
sellers’”’ market 


Since midsummer there 
dramatic change from the “ 


which prevailed after the end of the war to 
a “buyers’” market. This change has 
brought home to us more forcibly than ever 
before the necessity of increasing our 
efhaiency by every means open to us. 


The change has been brought about by the 
general recession in trade, continuance of 
restriction in many directions, lack of pur- 
chasing power, shortage of foreign exchange 
and a rapid build-up of European competi- 
tion. With support from their governments, 
our foreign rivals have been able to offer 
extraordinary and, we think, unsound credit 
facilities over periods ir 


some cases up to 
ten years. Such uneconomic practices have 
to be countered by the United Kingdom 


Government either by persuading the coun- 
tries involved to desist or by giving British 
manufacturers tax rebates and comparable 
export credit guarantees. 


A substantial amount of business is avail- 
able on a five years’ credit basis. I am glad 
to be able to tell you that we are very closely 
in touch with the Foreign Exchange Control 
Committee in the matter of all overseas busi- 
ness requiring these special terms. That 
Committee has been most co-operative and 
recently has shown willingness to extend its 
terms beyond the normal two years’ limit. 


I have referred to the need for some tax 
concession to enable industry to replace its 
plant and machinery on the basis of replace- 
ment value, and thereby to remain efficient, 
and produce economically without increasing 
its costs and again without reducing its 
quality. This country cannot hope to retain 
its markets abroad unless industry is freed 
from today’s crippling level of taxation. 
Furthermore, the Government should encour- 
age export volume as opposed to home sales 
by some sound incentive scheme. ‘The motor 
industry has already put before the Chan- 
cellor of the Exchequer proposals for such a 
scheme, and it is hoped that he will make 
such provisions in his forthcoming Budget. 


The good progress made in co-ordinating 
Leyland and Albion manufacturing capacities 
continues. Mr Henry Spurrier’s and Mr 
Hugh Fulton’s recent visits to South Africa 
were undertaken with the object of com- 
pleting integration of our joint activities there, 
under the managing directorship of Mr Black- 


wood Murray. The new company is to be 
styled Leyland-Albion (Africa), Limited 
I visited Australia with a like object, and 


found the people over there determined to 


force up the local content of the transport 
equipment by raising a tariff barrier. This 
market is virtually closed, temporarily at least, 
due to trade recession and because of the 
severe restrictions recently enforced against 
long-distance road operations, designed to 
direct traffic to the railways, which in too 


many instances amounts 
the ] 


iayiINng-ufP of vehicles. 


to prohibition and 
} 


DIVIDEND 


The subsidiaries contributed their quota to 
the surplus, and help therefore to pay a divi- 
dend on the increased capital brought about 
by the Leyland-A!bion merger 


Stockholders will realise that, under existing 


































































onditions and with the uncertain prospects 
ahead, it ssential to conserve our resources 
and to absorb not only the recent direct wage 
ad ice, Operat sin November 10th last, 
b ilso, if pra ib] iny consequent in 
I e in the cost of materials Despite the 
possibility of increases in the cost of pro- 
ducuon, wv i made substantial reductions 





The annual general meeting of Rylands 
& Sons, Limited, was held on March 30th 
at 6, High Street, Manchester. Sic Edward 


Rhodes 
presided 


chairman and managing director) 


which was 
accounts : 


The following 1s his statement 
circulated with the and 
In concluding my last year’s statement on 
result of the year 1951 I wrote, “ Trade 
at home and abroad is in the doldrums. 


report 


tt 


ne 


About the future all one can truthfully 
say is that the prospect is dim.” In the 
result it turned out to be a far worse year 
than I feared, owing to a combination of 
adverse conditions quite unforeseeable It 
has to be borne in mind that your company 
are not only home trade textile merchants, 
but also cotton spinners, manufacturers, 
bleachers, dyers and finishers and consider 
able exporters Therefore we have had to 
face a very severe recession in trade in each 
of these sections. In this and what follows 


) 
} 
} 


I am not seeking to make excuses, but simply 


to give the facts concerning the extraordinary 
and disastrous year in the textile industry as 
they affected this company. I feel I cannot 


do better than to deal with each part of our 
business activities as I hay so often done 
in the past 
HOME AND EXPORT TRADI 

First, then, the most important one, our 
wholesale textile home trade In the second 
half of 1951 demand had begun to slacken, 
and it became worse during 1952, especially 
in cotton and rayon textiles. Indeed stock: 
throughout the trade were disposed of at 


prices below the replacing cost of the day, 
ind it would be no exaggeration to say that 
there was panic-selling, and the change from 
a sellers’ to a buyers’ market was startling. 
Our turnover in the home 


trade was 194 per 
cent less than the year before 


Now I come to our export trade, and it is 
in this section that we have had our severest 
set-back and our biggest losses. While it is 
true that we deal with various markets over- 
seas, the largest trade has been with the 
Dominions. During the first half of 1951 
we did a big business with the Dominion 
markets, which meant putting down large 
contracts with our suppliers for delivery 
extending many months ahead. The sudden 


collapse in the autumn of 1951 coincided 
with a curtailment of bank credits in Aus- 
tralia (our largest individual market) and 


New Zealand. This slowed down shipments 
and left us with heavy commitments. The 
position was aggravated still further by the 
sudden and drastic import restrictions 
imposed by Australia on March 8, 1952, 
which caused a virtual stoppage of shipments 


to that market which has continued until 
now This naturally resulted in a heavy 
accumulation of goods primarily destined for 
Australia and New Zealand, and a heavy 
sacrifice was exacted in disposing of any of 
these goods elsewhere in shrinking and 
overstocked markets. Still another difficulty 
had to be met in Australia, where firms, 


having bought in the early part of 1951 at 





in the hassis since the 


selling prices of our 
New Year. 


We 
each ordinary £1 stock unit, payable, less 
ax, on April 1, 1953 [his dividend is at 
he same rate as that paid last year, and 
represents only 3.5 per cent on the capital 
-mployed 


therefore recommend a dividend of 5s. 


RYLANDS & SONS, LIMITED 


SIR EDWARD RHODES’S STATEMENT 





the peak of the market, had to clear their 
purchases in face of restricted credits from 
the banks and to customers unwilling to pay, 
local 


in a rapidly-falling market, the high 
prices at which they had placed their con- 
tracts. This brought appeals to their sup- 


pliers over here—to us among others—tor 
reductions in prices and delayed payments, 


MILLS AND WORKS 


Taking our mills and works as a group, 
we just managed to escape loss, but the 
profit was much less than in 1951. It is to 
be remembered that 1952 was a disastrous 
year for the whole cotton industry. There 
was much idle machinery and short tume, 
during which thousands of operatives left 


the tr ade. which is only now recovering from 


the t-back It is hardly surprising that 
we did worse at Wigan last year than at the 
other works. Demand almost died out, and, 
like others, we had a period of short time. 
Moreover, some of our customers pressed us 
to hold back deliveries, and not only delayed 
deliveries but asked for reductions in con- 
tract prices The market became chaotic 
and there was much wild selling at pricés 
which had no relation to cost or even re- 
placing value. There is still lack of demand 
at prices which show a profit and our 


machinery is far from fully occupied. 


At our bleach and dye works at Heapey 
trade naturally fell off as we depend there 
on an active supply of loom-state cloth for 
finishing. Stopped machinery and short 
time do not help the bleaching and dyeing 
trade. I am glad to report that we are now 
working full time at Heapey and the 
prospects are much better. 

Our Wadding works at Gorton had a quite 
satisfactory year and we worked full ume 
the whole of the twelve months and are still 
busy 


Finally, about our allied company, Thomas 
Witter and Company, Limited, lnoleum 
and felt-base floor-covering manufacturers, at 
Appley Bridge, Heapey and Chorley 
Although that industry as a whole went 
through what was probably one of the worst 
years in its history—poor demand and re- 
duced prices for its products—they got a 
big share of the available trade. Profits were 
smaller, but they ended with a most satis- 
factory result and paid us the usual good 
dividend. Witter’s works at the three centres 
I have mentioned are excellently equipped, 
in first-class condition and now working at 
capacity. It is a very large concern, most 


ably managed and one of the foremost in 
the industry at home or abroad 
ACCOUNTS 
In Rylands’ balance sheet, fixed assets 


appear at £1,061,477 ; the amount due from 
the subsidiary, our overseas company, is 
£321,918, against £637,085 last year. This 
amount includes their stock, which has been 
conservatively dealt with in the matter of 
depreciation. 
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The directors are appreciative of the sup- 
port and efforts made by the staff, both home 
and overseas, of the group during the year 
under review. 


The report and accounts were adopted 


At a subsequent extra-ordinary general 
meeting the proposed new articles of assocta- 
tion were adopted. 





Investments at cost, less reserve, are 
£,1,704,467, of which 83 per cent its in gilt- 
edged dated securities and in British corpora- 
tions and public boards. On January 19th 
the market value was /£1,584,388, and since 
that date it has increased by £23,802. 


Under current assets, stocks are £787,239, 
against last year’s figure of £1,320,132, tax 
reserve certificates £100,000, and _ balance 
at bankers and cash in hand £436,543 


On the liabilities side our capital still 
stands at £3 million and capital reserve at 
£572,161. The general reserve is £200,000 
We propose reduce the contingency rce- 
serve by £100,000, bringing it to £770,000. 
I would lke to add that this contingency 
reserve was commenced in the year ended 
January 19, 1940, by the allocation of a sum 
of £35,000, and by the end of the year ended 
January 19, 1952, it had reached an amount 
of £870,000. In every of the 13 years 
an allocation has been made to this resery 


ay 9 
averaging an annual sum of / 67,000 Lhe 
4 


to 


one 


contingency reserve was established to meet, 
inter alia, any need for equalisation of divi- 
dends. I hope we shall never again need to 


touch it for this purpose, but, having regard 
to our very conservative methods during the 


last 20 years, the board feels this present 

consideration to our members is justified 
The profit and loss account balance 

carried forward will be £34,387, against the 


£99,627 brought in, if the recommendations 
of the board are approved. Revenue reserves 
and surplus will then amount to £1,004,387, 
against last year’s figure of £1,169,627 


Grants made during the year under the 
Staff Consideration Fund to 78 retired 
members of the staff amounted to £5,934 


Consolidated balance sheet From this it 


is to be noted that the value of our stocks 
at the end of the year was £1,056,864, 
against last year’s total of £1,917,636. This 


includes the stock of our subsidiary, the 
overseas company. 
Consolidated profit and loss account : 


We regret that against a trading profit last 
year of £294,151 we cannot show any this 
year, owing to the necessity of depreciatin 
our large stocks. This depreciation aceamail 


to £366,713 and swept away what, in ordinary 
circumstances, would have remained a& 
reasonable profit. 

The dividend from the allied company, 


Thomas Witter and Company, Limited, is 
again £57,143, and we brought in from taxa- 
tion and deferred repairs provisions no longer 
required £42,790, disclosing a loss of 
£81,240 for the year. 


Looking at the other side of the profit and 
loss account, directors’ emoluments are 
£23,090 ; the amount of £32,000, profits tax, 


is incurred by the distribution of the divt- 
dends we propose to declare. Thus, instcac 
of a net profit shown last year of £166,906, 
we show a loss of £81,240. I would like 
once more to emphasise that this result 19 
caused by the heavy depreciation of our 
stocks necessitated by the conditions at home 
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and abroad during a large period of our 


financial year. 


The directors recommend: , 


(a) That the transfer of £100,000 from the 
contingency reserve be approved, reducing it 
to £770,000. 


(b) That for the half-year ended January 
19, 1953, a dividend of 6 per cent per annum, 
Jess income tax, on the preference stock shall 
be paid. 

(c) That the dividend for the year ended 


January 19, 1953, on the ordinary stock shall 
be 5 per cent, less income tax. 


(ad) That £34,387 shall be carried forward 
to the next account, against {£99,627 
brought in. 


PROSPECTS 


Having already dealt with the state of affairs 
in 1952 and its consequences to our company, 
you will quite properly expect me to inform 
you of what is happening at the present time 
and what is the outlook for 1953. More than 
ever I am averse from prophesying. What I 
can attempt is to report what is going on 
from day to day and what seem to be the 
tendencies for the immediate future. The 
home trade is mending, but it must be added 
that our customers are still showing a marked 


selectiveness in their purchases and an 


equally marked disinclination to incur any 
addition of purchase tax. They dislike the 
D scheme and look for lower and cheaper 


qualities to keep out of its range. This is all 
1c the bad, for both the home trade and 
export trade, and the sooner the Government 
realise this amend, or abolish, the 
paralysing purchase tax the better. We shall 
‘ effort to get our share of the home 
trade in 1953 and are well equipped to do it. 
In the meantime all written 
down to market price 


and 
are no 


T 
pete i 
Tt 


Our StOcKS are 


As for the 


oss 
so hopetuiy 


export section, I cannot speak 
as it 1s today or likely to be in 
the near future. As I have already explained, 
ix main trade has been in the Dominions, 
especially Australia. It is quite true that it 
has improved from its worst, and I believe 


go on improving, but the restrictions of 
nports into Australia are sull to be con- 
ued, with this concession: that as from 


April lst importers may bring in 30 per cent 
of the value of their imports in the year to 
Tune 30, 1950, which means that they may 
import 10 per cent more than they have lately 
heen doing. New Zealand is severely 
restricting imports, but there again we may, 
] believe, look for a gradual improvement 
The prospects in South Africa are better 
Most of their heavy stocks have been liqui 
Gated and there are now 


also 


igns of a revival of 
interest. Full confidence, however, is still 
lacking out there. They fear a decline in 
the price of raw cotton and also the keen 


compeution from the Far East and elsewhere. 


We are well represented in all the principal 
markets abroad with which we deal, and we 
hepe and expect to do better this year than 
last, although we hold considerable stocks, 
especially for Australia. All are depreciated 
to market value. Everything depends, to use 
an old tag, on our ability to offer the right 
goods at the right time at the right price 
maybe a rather tall order under present 
condiuons. 





Once more I give hearty thanks to my col- 
leagues on the board and to the heads of all 
departments and their staffs for their loyal 
support throughout a very difficult and trving 
year. I am confident that I can rely on their 
energetic efforts to lose no opportunity to 
bring back the company to its usual, and I 
hope increased, level of prosperity. 


Sir Edward Rhodes and Mr Alexander 
Hamilton Dunbar, CA, were re-elected direc- 
tors, and the auditors, Messrs Cooper 


Brothers & Company, chartered accountants, 
te-appointed, 


THE HALIFAX BUILDING 
SOCIETY 


ONE-HUNDREDTH ANNUAL 
MEETING 


The one-hundredth annual meeting of 
members of this Society was held in Halifax 
on March 30th, the president, Mr Algernon 
Denham, JP, presiding. 


The president, in the course of his speech, 


Sala: 


Our experience during the year under 
review has been = satisfactory, it being 
apparent that the changes in interest rates 
announced twelve months ago had the 
Gesired effect of maintaining an adequate in- 
flow of investments and savings with which 
10 support a record volume of mortgage 
applications and we have been able to retain 
so far the 4 per cent mortgage rate on exist- 
ing accounts. 


We are making a recommendation which 
will give to our matured subscription share- 
holders (paid up shares class 1) and our sub- 
scription shareholders, in addition to the 
usual bonus of } per cent, a special centenary 
bonus of } per cent. 

Interest from borrowers, 


source of income, is £ 
year ago ; 


our principal 
732.866 higher than a 
we are also securing higher yields 
on our loans to local authorities and we are 
consequently looking forward to our liquid 
funds—always an outstanding feature—being 
more remunerative than has been the case in 
the past decade. 

On the other hand, the cost of the interest 
and bonus to our investors is increased by 
LTIZS1 7. there is increase of 

profits tax, and 
expenses. 


also an 
£30,860 in income tax and 
£162,140 in management 


and 


Perhaps the most pleasing feature of our 
centenary accounts is that our reserves have 
passed the £10 million mark; a reserve of 
such magnitude is without parallel in build- 
ing society history, and in my opinion is of 
greater importance than our record growth 
in assets, which at £194,703,024 are 
£17,491,349 more than a year ago. 

Our liquid funds amounting to {37,274,770 
represent 19.14 per cent of assets, and I am 
happy to report that during the year we have 
been free from further depreciation in our 
investment portfolio. 


In the encouragement of 
provision of homes, we play an important 
part and it is a pleasing and an encouraging 
thought that 82,657 regular savers have total 
balances of £134 million invested with us 
and that over {17 million accumulated in a 


thrift and the 


similar manner by 37,524 members still 
remains in paid up shares class 1. 
It is no exaggeration to sav that most of 


the country’s economic ills would be speedily 
overcome if all who could would follow their 
example. 

I pay special tribute to the National 
Savings Movement including the Trustee 
Savings Banks and to the 
panies who are rendering a 
State similar to our own. 


insurance com 
service to the 


I suggest that as a nation we are giving too 
much thought to present-day needs rather 
than future requirements and failing to 
realise the tremendous economies and advan- 
tages to be derived from concentrating our 
resources on the erection of old folks’ and 
spinsters’ homes to be let at rents within their 
means, thereby freeing for family occupation 
the larger houses they no longer require. 


One welcomes the possibilities of a revision 
of the Rent Restriction Acts not only to 
assist in the more economic use of the 
accommodation available, but also to stem the 
Geterioration of investment properties which 
is al] too prevalent today. 
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THE BRITISH SOUTH 
AFRICA COMPANY: 


SIR DOUGAL O. MALCOLM ON 
THE STRONG POSITION 


The annual meeting of The British South 
Africa Company was held on March 26th in 
London 


Sir Dougal O. Malcolm, KCMG (the 
president), in the course of his speech said: 
Our net profit at £2,674,776 is less by nearly 
£50,000 than last year; but this is much 
more than wholly due to the grievous burden 
of United Kingdom taxation. Our profit 
before taxation was indeed no less than 
£1,850,000 greater than that of last year, the 
great bulk of that increase being due to the 
growth of more than 14 million in our 
revenue from our Northern’ Rhodesian 
mineral rights. 


From that profit before taxation of 
£8,309,930 there falls to be deducted 
£2,632,336 for Dominion income tax, nearly 
£600,000 more than last year. No complaint 
can fairly be made about that since it is from 
Overseas that our great revenues are so very 
preponderantly drawn. But the burden of 
United Kingdom taxation grew by nearly 
£1,200,000, after allowing for Dominion re- 
lief, from £ 1,788,000 odd to £2,978,000 odd ; 
and there is little indeed in the way of ser- 
vices rendered by our Government at home 
to our overseas undertaking t& 
tribute as that. 


jusufy such a 


Our investments at {11,247,354 
large increase of over £2 million as com- 
pared with last year’s figure. Our invest- 
ments during the year have been partly in 


show the 


Rhodesian mining, but mainly in a wide 
range of South African mining investment 
companies. Here there has been a wide- 
spread all round fall in market values, but 


the outlook for the Western Rand and Orange 
Free State properties is, we consider, such 
as to warrant good hopes of recovery and 
satisfactory future profits 


Current assets at { 07,857 
year’s figure by nearly / 1,800,006 
an increase of nearly {1 million Tax Re- 
serve Certificates and of nearly {£600,000 in 
the balance at bankers and cash in hand. 


exceed last 


and cover 


DIVIDEND MAINTAINED 


We are enabled, as I hoped, to propose a 
renewal of last year’s dividend, while main- 
taining our policy of such modest distribu- 
tion as will still enable us to build up a great 
body of long-term investments in Rhodesian 
and other South African’ enterprises, 
especially mining enterprises, such as may to 
Some extent replace over the 33 years which 
we still have left our Northern Rhodesian 
mineral rights which must come to an end 
in 1986 


For the year now current once more I feel 
able to express the hope that we shall be 
able to maintain our dividend in spite of the 
great burden of British taxation 


For the year under review the maintenance 
of our 6s. dividend, equal to 40 per cent per 
unit of stock or share of 15s., will absorb, 
as last vear, £1,379,779 Jeaving us with 
£1,294,997 as compared with £1,343,430 last 
year to add to our figure of unappropriated 
profits which will then stand at { 4,614,557, 
as compared with {3,319,560 last year 


I can claim that we are maintaining our 
very strong position ; but this is a period of 
uite unprecedentedly high copper prices 
And such are the burdens laid upon us that, 
as in the case of Alice in one of her adven- 
tures through the looking-glass, it is taking 
all the running we can do to stay in much 
the same place. 


The report was adopted. 
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LEWIS’S INVESTMENT TRUST, LIMITED 


POSITION OIF 
MR S. 


ym. April 


ollowing 


*xtt t irom tne E 
Mr 8S eake, OBE, chairman 
‘ctor, which has been 


vith the report 


manaving 


Appror al, thes 
Wher idd 


p ISS 


in many raw 
xtiles, made 
*nding 
¢ so00n pa 
distress 
‘salers we 
on level te 
‘ar the remova 
gradual restqration of 
with them a more 
supply of most merch 
ce, and for the first time 
1¢ public had almost a 
Christmas merchandise, 
ularly of china and toys, and the result- 
‘+r throughout the organisa- 
in- 


economic 


sed 


and the 
brought 
flow in the 
[In consequet 


} 
tl 


many Years, 
lect 


ction ol 


ing rise in turno 
1" 


tion helped materially 


ased 


to produce the 


profits we now have to report 
RECORD GROSS REVENUE 


Let me igain that the 

1 holding company- which does not itself 
trade but derives its income from rents and 
fividends re from subsidiary trading 
our “nue from 

ts to £1,074,411, this 

in which this figure has 

million. Apart from the in 

some £6,000 from pro- 
been accounted for by 
{67,000 in the 
ty capital of the prin- 

; ited, of 1 
Our second 

Holdings 

Trust holds 

the equity capital, has also 

its dividend from 14 per cent to 20 per 

“n representing an increase of some 


63.000 yrOSsSS 


Trust is 


remind you 
gross rev 


‘nue olf 
perty the balance |! 


Zross 


whicl 


‘t profit for 
the peak figu 
127,280 whic 
aside rious re 


recent practi 


( 
of the balance your 
h thought to thei 

ley propose to allocate 
of the additional profit to 
20 per cent 

nd 


The consol 
tax and various special items is this I 
(1,737,949, giving an increase of £439,121. 


’ 


group 


ist year we ploughed back into the business 
of group net profit £812,998, or 58 per 
In the three previous years we had 


some 


STRENGTH 
LEAKE 


AND 


H. ON EXPANSION 


iinst the Trust of 
3,890,176, as increas igo by 
{630,000 for le} 3 «6pur s¢ of the 

-venue 
p now total 


uy 
inder 


eliridge acquisiuon, 
attributable 


1uSI 


} 4 536,494 ire 
han our issued 
ire in a_ highly 

than { 3,664,183 1s 
e certilicates, 

») regard 

ign that the stock-in-trade in 
$8,119 is £110,000 less than 


resel 


siment Y il 


LEWIS’S LIMITED 


source of strength lies 


idiary, Lewis’s Limited, 
h is responsible for contributing more 
in half the Trust’s annual revenue. It has 
our policy for many years past to build 
subsidiary by steady expansion, con- 
tion, and conservat profit retentions 
such strength 
withstand any 
finance the develop- 


sidiaries 


main 
sub 


iz, <0 2 
ould 


vicissitudes but 


position of 
not only safely 
iry 


of its own sub 


I am happy to report that Lewi 
operates department stores in Liver- 
ind Birm lam, and a 
Litherland, near Liver 
ssful year, and 
trading profit, 
enue, has 
“d profit of 

is £31: up on last year, 
has been no invest- 

£53,159 last 


which 


pool Mancheste 
clothing factory 
pool, has had succe 
own 
exX- 


million consolidat 


avainst 


ontrols S ind 
ifl food and - 

ide Dairies, whict iS an 

ve milk distributing and a 
We are 1g to benefit 
bakery ich are 
500,000 


business 
‘se factory 
Irom a new 


beginni 
ind dairy 

eeding 
This has been rendered possible 

and careful 
ompany, i 
lation of resers 

their annual prof 


being erected at a cost 


upport 


nursing 


SELFRIDGES 


unit 


ng company 


ilso 


le to increase the carry-forward in the 


ais = er 
nd LOSS ( Int iS 
£181,019 br | 


d < 


ighly liquid form. 


apital 


had taken 
acquire the 


so-called 


Last year I announced that we 
advantage of an opportunity to 
remaining freehold of _ the 


PRESTIGE 
POLICY 


“Northern Site.” This lies behind the main 
store and is bounded by Wigmore Street, 
Orchard Street, Somerset Street, and Duke 
Street, A similar opportunity recently pre- 
sented itself of acquiring the freehold of the 
easiern portion of the main store building, 
and we hope to complete this transaction 
early in May, utilising some of our present 
liquid resources for the purpose. When that 
has been eved the freehold of all 
highly valuable area running’ back 
Oxford Street to Wigmore Street will 

*xception of a small leasehold interes 

in the ownership of the Selfridge 
adding to its financial strength 
to that of the Trust as a whole 

Holdings), with 


The board of Selfridge 
the help of the best technical 
thought to 


been giving much 

much of the “ Northern 
to be required in the future 
purpo of the company’s business as a 
department store. The company is now in a 
position to deal with such portions of the 
site as it no longer requires for its own 
trading purposes. In pursuance of this 
policy it intends in the near future to offer 
for sale the valuable frechold of the whole 
of the Wigmore Street frontage. I hope 
when we meet again next year I may be in a 
position to report to you a satisfactory sale 
of this property. 


ichi 


group, 


ind, indeed 


advice, has 
the que 
Site’ 1s 


{ ' 
ior the 


Stion 
of how 
likely 


FUTURE DEVELOPMENT : BRISTOI 


Lewis’s has achieved a position of national 
importance by its trading policy and by 
panding into several of the most 
cits in the country. It has not sou 
money since February, 1939, and it 
sion has largely come from resource 
it has itself accumulated. With the 
tions now imposed on the raising 
capital, finance for expansion by any 
the retail trade can only come out of its 
resources. Your board intend to continue 
policy of expansion, and I am_ happy 
inform you that we have now made pro 
visional arrangements to erect a new st 
in Bristol. We look forward with plea 
to the opportunity of giving 
people of Bristol, and of achieving there 
measure of which we have enjo 
elsewhere. It is my hope that the nece 
Government consents will be forthcoming 
enable us to commence construction 
year. The economic position of 
can only be improved by 
demonstrations of enterprise 


service to 


success 


newt 


Tit 


country 


TRADING PROSPECTS 


The trading prospects for the pre 
ire not yet sufficiently clear to 
to torecast any { 
Whether we shall able to improve 
our last year’s results. the begin: 
of the year retail trade has fallen 
yeal evel, but the early 
notoriously subject to outside 

ire often transitory. The 

ind the re 
having a_ wholly 


bringing closer 


enaodie 


egree of cert 


d 
} 
iC 


storation of 
benefici 
together 


the retail 


y 


ri 
t iil 


PURCHASE TAX 


I had not intende 
purchase tax but t 
the Hutton committee 
calls for comment: 

The conclusions of the 
influenced by a legal quibble 


committee 
that purch 
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tax is a tax on the whol 





saler and not on the 
consumer. It never previously be 
questioned th 1940 the retailer | 
acted as an tax collector of a tax 
which has, in the past, frequently been used 
as a I t for re ng I 
d 1 O e occasion when tl rate 
t is red ed thi ( 
red stock | of some {£20,006 1d 
as the ¢ ttee points o th are half 
a million traders holding stocks of purchase 
. sood 
Having reco ided that omp tion 
ld not be paid when rates of tax are 
reduced the con ittec proceed to recom- 
mend that retailers should raise their prices 
when increased rates are imposed. Such a 


recommendation is conceived in tobacco but 
is completely div from the realities of 
the market place 


orced 


Purchase tax is already an ever-growing 
We appeal to 
accept recommenda 


flagrant a disres 


maze of ingenious anomalies 
Gov ‘nt not to 
tions which involve so 


ernm 











of elementary justice for retailers ; and if so 
large section of the trading ymmunit 
considers that it is suffering an injustice, the 
Government itself must accept respo! y 
for f ng a remed 
STAFF RELATIONS 
In September last a Retail Wages Council 
decision brought a wage increase of some 
substance to most ranks of our staff We 
! Ways maintains 1a Lewis’s wag € 
somewhat in exc of Wages Council n 
rat this oc ion we not only 
taine isage but ensured that all 
ha wage increase. This has, 
( oul led to ubstantial increase in our 
rating costs, but it is a source of much 
‘ faction t ; it our staff, as well as our 
si hold be able to participate 
i prospe! ol the ousiness 


GENERAL INVESTORS 
AND TRUSTEES 


The forty-sixth annual general meeting 
f General Inv rs and Trustees, Limited, 
held on March 26th in London, Mr 
2 é S. Lamer the chairman) presiding. 
J fol re tra from h rcu- 

( eview 


A year ago I venturt 
ould do well in 1952 
its then high peak. 


tO Maintain revenue 
In the 


rther expanded by*£10,000. We recom- 
mend that the distribution on our ordinary 


t bk h ,crTre e t r t »ryt r ad ' 
stock be increased to 16 per cent by adding 


4 per cent to the bonus 
i ermal rcumstances. it would see 
in normal circumstances, it would seem 
that out of a total distribution of 16 per cent 


6 per cent is too high a proportion to pay 











by way of bonus; but t circumstances are 
ot normal. As world _ ials 
f both tur r and hed 
goods will fall with th ncy 
1yers’ mark will be for prof to 
liminish. Ano and more important factor 
s the impact of the Ch lor poss 
den is on trading companies So for 
pI it we mm id a policy of extreme 
¢ nm, Out §s $00 as we ani ee our Way 
§ © increase the basic dividend of 10 
p I ) i to ve ll do 
& 
a al | i n, taken on Ja y 
3 vs a drop of £114,008 e ap] 
Cl of our I OHO a ( J iw } 
the 2 figure. It ( I to J t out 
that I th CSE j on 1 au < rT 
Stocks are no more tl nominal ind on 
of lealing prict 
The report was adopted 


WILLIAM ASQUITH, 
LIMITED 


INCREASED TURNOVER AND PROFITS 


MR ROBERT W. ASQUITH’S REVIEW 


The thirty-second etin 
of William Asquith, Limited, was held on 
Monday, Mar 
of the company, 
Halifax. 

In moving the adoption of the report and 
balance sheet, Mr Robert W. Asquith, MIPE, 
the chairman, said: 


SULN, at 


Highroad 


, 
egistered oince 


Well W orks 


ms 


’ 


The accounts have been in your pos: 
for the stat 


*$$10n 
utory period, and I propose to take 


them as read. You will have noticed that 
in this year’s balance sheet the full effect of 





the capital 
commented 


h I 


sation scheme, on whi 





is reflected 
creased profits are largely due to increased 
output which also resulted, I am happy to 
say, because of the incentive scheme in force 
in the works (based on output) in increased 
igs for all employees in the factory 

A further wage advance also becan 
tive in the period under review, 
first time, two weeks 
operatives 


Y 
A 
1 
A 


ne opera- 
and, for the 
holiday with pay for all 
bécame effective. 


INCREASED DIVIDEND 


I am of the opinion that the shareholders 


also 


are entitled to benefit from the in- 
creased turnover and profit This is one of 
the reasons, therefore, that your directors have 





recommended final or ry end of 
11 per cent, making a t divic on the 
ordinary shares of 15 pe t for the year, 
and I shall be asking you to confirm this 
a ( later in I t J 

I would mention, in f ng, that out of 
the increased gross profit of £299,804 our 
sleeping partner, HM Government, takes the 
hi ire of £ 196,15 nd it should be 
noted that, for the year ider revi excess 
profits le only ap] ble for nine months 
of the period Stock which have been 
necessary to ensure the increased output, have 
increased by £6,585, and the fixed assets by 


£41,42( 


CRIPPLING BURDEN OF TAXATION 


So many company chairmen and heads of 
the country’s big financial institutions have 
sounded a warning about the danger to British 
industry, if the current rate of taxation con- 
tinues, that I feel any comments I might make 
may sound to be a repetition of what many 
eminent gentlemen have already said, but if 
repetition will impress upon our legislators 
the seriousness of the position, then it will not 
have been in vain. 


} 
} 
i 





il strength of this country 
is still, by and large, made up of small and 
medium companies, and it is these 
(rather than the giant industrial organisations 


The main industri 


who also play such an important part in the 
industrial life of t! ountry) which feel, pe 
haps, even mor an th | r conten 
poraries, th rippling t len of t yn 
As the ct n ol a med zed con ly, 
I can or Ly at if ompa! this 
are to play tl f rt in ( 1 
struggle whict of u ‘ t 
be a lighten ( é rden 

It St to that a1 ry pr 
t< lower tax j he ec 
Government e There ? 
mu * ip-se ‘ to t end, | 1 
during the General E]) on. bu e sull 


s9 
We have enjoyed a happy and | rosperous 
year, and it m I that the team 
spirit throughout all departments and in all 
ranks has resulted in the satisfactory 





accounts 


RETIREMENT GRANT SCHEMI 


At \ ous time St years your dire 





tors have cons possibilty ol! 
tuting a pension scheme for the em er 
of the company, only to have to reject it, d i€ 


to the very high cost which 
on the company in the initia uch 
a scheme. However, I am pleased to tell 
you that during the present year we have 
instituted a retirement grant 


14 3 
WOULG GeVOIVE 


the company is fina 


ncing itself 
Your company took part in the highly 
cessful International Machine Tool Exhil 
tion, which was staged at Olympia by the 
Machine Tool Trades Association, cor 
mencing in September of | 
reception accorded our new 
seem to indicate that as 
remains at a healthy level 
ward to our share of ord 
graphs which decorate this year’s 
show the Asquith exhibits at this 
exhibition 


st year, and the 

designs would 
long as bu: 
we can look for 
ers and 
I 


THE CURRENT YEAR 
We can look forward to a successful year’s 
trading for the current year, but there are 
many signs that the demand for machine 
tools is on the wane, and petition for 
the reduced demand has considerat 
creased, particularly in the export market: 
where the resurgence of the German machine 
| 


tor ndustr 
because 


industries built 


during the 


com) 





y is such a pheno! ne and al: 
some of the newer 
up in 
war are making themselves feit 


However, I feel that given m t ig 
} } } 
conditions, we Ca 10¢ i ara ¥V ce 
. ' 
fide to the future 


TRIBUTE TO CO-DIRECTORS AND 

It only remains for me now to thank ve 
sincerely everybody at William Asquitl 
Limited, and its subsidiary, 
dri¢s, Limited, who have made possible the 
presentation of what I am sure you would 
agree with me can be considered f 
tory balance sheet, and I would also like 
thank particularly my co 
valuable serviges they have 
company. 


directors 


rendered to the 


The report and accounts were adopted 


BEANS INDUSTRIES 


The nineteenth annual general meeting of 
Beans Industries, Limited, was held on 
March 3lst at Tipton 

Mr J. H. Bean, CBE (the Chairmar 


the course of his speech said 


The net trading profit amour ( 
£367,219, a decrease of some {26,00 I 
charge for taxation absor® {257.000 cc 
pared with £228,150, leaving a n 
profit of £110,219 a omy] 

{£165,181 for 195] Phe fe 
hac fr } 7 7G ‘ 
na n | f 
of Excess Pre I 
pel I ¢ ( 
& | ( 10 ] 

I am st ly . 
al a €Cps Mh ‘ d 
ce Iiry 18 to I pe ( orid 
markets and I intel i ( on 

Your Rx I ( < oO y 





60 
dividend of 27} 
‘nt, less tncome 

The 


well 


per making 374 per 


for the year 


ompany’s liquid resources have been 


maintained and the balance sheet indi- 


rong position 


to be able 


successful year, and although as a result of 
the general trade recession, which became 
apparent towards the end of the year, 
customers’ requirements were reduced or de- 
livery dates extended, the overall turnover 
actually showed a small increase compared 
with the previous year 
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Whilst it ts now more than ever difficult 
to prophesy, I have no doubt that with our 
equipment and resources we shall obtain a 
good share of whatever business is going ; 
I think we shall have a reasonably good 
year 

The re 


port was adopted 


THE BRADFORD DYERS’ ASSOCIATION LIMITED 


IMPROVEMENT 


fitth annual general meeting of 
1 Dyers’ Association Limited was 
Midland Hotel, Bradford, on 

James Ewing (the chairman), 


in the course of 


{ 
od, his speech 
At this time last year the textile industries 
the world were in the throes of a general 
In the horizontal arrangement of 
‘se industries in this country, the finishing 
sections are the last to feel the effects of a 
slump ; so during the first quarter of the year 
our branches were still moderately well 
employed But thereafter, until the final 
yuarter of the year when trade improved, our 
branches were adversely affected by the 
general depression, particularly in the print 
section of our business. That we have been 
ible to meet these fluctuating conditions in 
the manner reflected in the accounts !s in 
large measure due to the reorganisation and 
oncentration of our producing units which 
we have been steadily undertaking during the 
few years. 


*s5i0n 


past 


(he current year has opened much more 
favourably and our home branches, with one 
or two minor exceptions, are well employed. 
But I must add a note of warning. Costs are 
rising seriously and, owing to keen competi- 
tion, particularly in the export markets, these 
increases cannot be reimbursed entirely by 
idjustments of our selling prices; without 
reasonable capacity running, today’s prices 
would not be adequate. 


ACCOUNTS 


We have found it necessary to charge 
{ 408,000 to provide for the wastage of build- 
ings, plant and machinery at the Association’s 
home branches before striking our profit 
balance. ‘That this 1s no excessive provision 
is evidenced by the fact that we expect to 
spend on an average over {£400,000 per 
1nnum for the next five years on renewals 
ind replacements. But, of the charge of 
{ 408,000, we shall only be allowed £196,000 
as a deduction in our tax computations. The 
remaining £212,000 has to be found from 
taxed profits, so that we have to make a gross 
surplus of £620,000 in order to provide for 
plant wastage amounting to £408,000, of 
which the Revenue admit only £196,000. 
This is a situation which demands action by 
the Chancellor before the damage already 
done becomes irreparable. 


The Association’s share of the total group 
profit, after taxation, is £492,222—a reduc- 
tion on the previous year of almost 38 per 
cent—which is not an unsatisfactory result 
having regard to the reduction in the volume 
»§ work available during a large part of the 
yeal The trading profits of our overseas 
subsidiaries were well maintained, and made 
a very important contribution to the year’s 
results. 


available for distribution is 
£396,002, from which £50,000 has been 
transferred to general which now 
amounts to £1,250,000. After provision for 
preference dividend and the interim ordinary 
dividend of 3 per cent, £83,011 is applied in 
payment of a final ordinary dividend of 7 per 
cent, less tax, and the balance of £160,501 is 
caccied forward 


The balance 


reserve, 


MR JAMES EWING’S SPEECH 


Our in associated 


vestments in companies 
have 359,527 to £426,426 
This interests we have acquired 
in Davies, Coop and Company Limited, of 
Melbourne, and James Nelson (Australia) 
Pry. Limited 


SOUND FINANCIAI 


increased by } 
represents 


POSLTION 


During the past six 


years, your company 
has invested, in 


subsidiaries and associated 
companies abroad, no less than £1,386,201 
without recourse to borrowing or to further 
issues to the public. During the same period 
we sold interests in associated companies in 
India: and Ethiopia {+r a sum of £210,286, 
on which we realised a capital profit. All 
the investments are not yet dividend earning, 
but the average return has been quite satis- 
factory, as is shown by the consolidated 
the company. ‘These overseas 
interests are making a valuable contribution 
to the net profits. It may be useful to record 
that, in these six years, the company has 
expended in the UK an amount of {1,919,847 
on capital account on additions and replace- 
ments of buildings, machinery and plant, and 
in reorganisation of the home branches, while 
it has realised the sum of £499,878 trom 
sales of redundant buildings and obsolescent 
machinery. 


accounts of 


These figures demonstrate the 
financial position of your company, which, 
coupled with its increasing technological 
resources, place it in a strong position to face 
the competitive times which assuredly lie 
ahead. As I have stated before, it is the 
determined policy of your board to build up 
the resources of the company so that it may 
regain the healthy position it enjoyed prior 
to the debacle of the 1930s, with the object 
of maintaining steady dividends notwith- 
standing the vagaries to which the textile 
trade is prone. This is an aim, I know, which 
will commend itself to the majority of our 
stockholders 


sound 


EXPORT TRADE 


Lancashire had to face the loss of her 
enormous markets in China and India and in 
other parts of the world ; but today she is 
still in a position to look ahead to a future 
not without promise and opportunity. No 
longer is her future bound up entirely with 
cotton: an extensive rayon and _ synthetic- 
fibre cloth industry has become an integral 
part of the Lancashire of today. Within your 
own company’s activities, the volume of 
cotton cloth for export markets, which in 
former times kept many of our works 
engaged, has been largely replaced by a sub- 
stantial and increasing flow of rayon and 
synthetic-fibre cloths woven on the looms of 
Lancashire and dyed and finished in our 
specially equipped works. It surely is not 
too optimistic to anticipate that, as Asia’s 
and Europe’s living standards advance (as 
they must do), markets will be opened for 
our higher grade textiles. Having regard to 
all circumstances, one cannot help thinking 
that criticism of Lancashire is overdone and 
that recognition should be made of the 
efforts of her industrial leaders (both em- 
ployers —* labour) who have found common 
cause in the struggle to uphold Lanca- 
shire as one of the world’s important 
textile producers 


FOLLOWS DEPRESSION 


At the International Cotton Conference 
held at Buxton last year, the United King- 
dom representatives put forward an export 
target of 1,350 million square yards of cotton 
cloth, which compares with actual export 
figures of 865 million square yards in 1951 
and 710 million square yards in 1952 
This figure was regarded by many, 
even in Lancashire, as unrealistic; but ina 
our view it is not being immoderate to 
fix a target which is only equivalent to 
the yardage exported in the slump year of 
1938. Three-quarters of Lancashire’s exports 
find their way to Commonwealth and 
Colonial Empire markets, and there should 
be every prospect of retaining this volume 
while adding to it exports of quality 


cloths to neutral markets. 


SYNTHETIC FIBRES 


Alarm has been expressed in some quarters 
about the impact synthetic fibres will have 
upon our technology and in particular upon 
our wool industry. We have no such appre- 
hension. On the contrary, we welcome the 
contribution they will make to the virility 
of our industry. If we have any misgivings 
at all they are that the pace and extent of 
the development of these fibres in this 
country are not fast and wide enough 
in comparison with the rapid expansion 
in USA. 


In Volume IV of the report, “ Resource 
for Freedom,” prepared by direction of 
President Truman, the probable consumption 
of synthetic fibres (exclusive of rayon) in 
1975 is boldly predicted. It is estimated 41s 
almost equivalent to the present world con- 
sumption of wool, and to this there may also 
be added outstanding developments in the 
use of rayons. Let us be equally far-seeing, 
ready to adopt and adapt, to examine and to 
exploit. In such manner, at any rate, must 
your company, in common with many of the 
forward looking firms in the manufacturing 
and merchanting sections of our industry, 
approach the new textiles. Already we have 
nine branches engaged exclusively on rayon 
fabrics and synthetic fibre fabrics, and during 
the past year we re-equipped another branch 
—W. Grandage and Company Limited—for 
the processing of spun rayon fabrics in our 
effort to keep pace with the growing output 
and use of this class of goods. 


) 


THE OUTLOOK 


As to the future, I hesitate to say too much 
Our United Kingdom branches are at present 
well employed and I see no reason why this 
volume of business, which is considerably 
better than last year’s, should not be main- 
tained during -the first six months of this 
year and, given a lessening of the cold war, 
for a much longer period. Your company |3 
well placed to face the future, having 
developed production units in important 
markets abroad. The need for export trade 
in textiles need not be stressed by me, but 
the home market is the background of that 
trade and I hope the Chancellor, when 
framing his Budget, will release the industry 
from the crippling and damaging effects of 
purchase tax and “D” schemes. 


The report and accounts were adopted 
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TRADE INDEMNITY 
COMPANY 


INCREASE IN CLAIMS PAID 


SIR JOHN MAKINS ON COMPANY’S 
FUNCTIONS 


The thirty-fifth ordinary general meetifre of 
‘Trade Indemnity Company, Limited, was 
held on March 31st in London. 

Sir John Makins, the chairman, 

The following is 
lated statement: 


presided 


an extract from his circu- 


Turning first to the underwriting accounts, 
the gross premiums earned in 1952 came to 
£.1,064,055, as against gross claims paid, less 
salvages, £294,355 (28 per cent After 
deducting brokerages and reinsurances from 
the premiums, our retention was / 312.535, 
and, after deducting claims recovered from 
reimsurers from claims paid, our retention 
was {£84,900 (27 per cent 


You will, doubtless, be struc by 
mcrease in claims paid in 1952 (£294,355 


< 
c 











compared with 195] £60,902 ‘The corre- 
sponding figures of net retention were 
{84.900 and / | LuUS¢ ot 
this increase was vhich arose 
m the textile trade in the second half of 
1951 and in the early part of 1952, and which 
were, of cour@e, precisely the kind of difficul 
es against which your company se¢ to 
provide protectior Vhis affected 19 ind 
195] policies in the main Apart irom that 
special factor, however, I do not think th 
can be much doubt that we have left behind 
the exceptional conditions of the war and 
Immediate postwar years and have entered a 
phase when normal trade fluctuations will 
again have thei fect our of tron 
Nevertheless, the overall position revealed 
by the combined figures of pr 1d 
laims in 1952 is not discouragin 
Phe balance of th inderwriting account 
transferred to the profit and k nt 
£151,547. Adding £31,545 interest on invest 
ments and other income ‘gro nd afters 
providing £102,432 for taxation o come 
the account ‘56 per cent), th t profit 
for 19582 81) 661 io this must be added 
he balance £111,454 brought forward 
from 1951, less 0,000 apitalised and 
applied in paying up 50,000 £1 shares issued 
to members in 1952. The re t n amount 
of £142,114, o oO vhich the director: 
recom { payment of a dividend of 10 per 
cent, less income tax. On the present paid-up 
apital this will absorb £18,375 and, follow 
ing precedents of last ‘ar oan h il 
hefore. ] W | wain ant Nate the pro eedinys 
of the extra-ordinat eneral meeting, which 
has been called to follow the reneral 
meeting, by mentioning the proposal to 
Increase your com} *s capital b 50,000 
for the third year in succession, thereby 


bringing it up to £400,000 in fully paid / l 


shares. 
GENERAL REMARKS 


Before I close I should like to add a few 
general remarks on the activites of your 


company and what we a! 





‘ 1 
Primarily, we are attempting to apply the 
principles of in ince to the risk of loss 
which may be s dined by a merchant or 


manufacturer due to the insolvency or pro 
tracted default of a customer to whom he 
sells goods on credit terms. In short, and 





without going into a lot of technical details, 
we are successfully combining with the 
function of insurance that of credit con 
sultant. Our experience to date is that this 
combination is more appreciated and more 


beneficial than the alternative of mere re- 
hance on the judgment of the insured with 
safeguards against overtrading. Our system 


r iously involves heavier expenses, but pro- 
vided the expense save even heavier losses 
it Is to everyone s advantage 

I 1 \ 1 few vords mn t export < ed ts 
The trade indemnit was originally founded 
vith tl { of ng Br | xporters 


» th r ’ © tr Joe we} } had 
i sat tluicil O i i 2A i Ad 


en lost or restricted by the 1914-19] 


te 


& Wal 





company’s foreign 
commitments amounted to 50 per cent of i 
portfolio ind today they are considerably 
less than 25 per cent. The explanation of 
this involuntary change of objective is not 
far to seek. In part, it is due to the pro- 


gressive increase in the political element in 
risks on Overseas Customers and, in part, it is 
due to the activities of the export credits 
guarantee department of the Board of Trade 
The latter has been able to give British ex- 
porters protection against exchange transfer 
restrictions, frustration of contracts through 
cancellation or withdrawal of import or ex 
port licences or the imposition of prohibi- 
tions, and against non-payment directly due 
to war. For private enterprise to vie with 
the State in covering these contingencies 
would have been completely unrealistic and 


unsound. 


Nevertheless, we continue to keep in very 


' 
close touch with international affairs, and we 


have certainly not allowed our international 
CO ‘cuons to atrophy It so happens that 
this year our general manager, Mr Patrick, 
is president of the International Credit 
Insuran Association which, as its mame 
moplic i ociation of credit insurance 


companies, each operating in a different 





nd of April the association 
nm T } : ' 
i] meet in London and we hope that on 


that occasio great deal of useful work will 
be done on international problems of credit 
insurance affecting not only the commercial 
aspect of th usine but also the political 

pect 

‘TI report ind counts were idopted 

ICSSON TELEP ES 
ERICSSO) | LIONES 
SIR HAROLD WERNHER ON THI 
FAXATION BURDEN 

The fiftieth ordinary general meet ol 
Ericsson lelephor BJ ted, was held on 
March 3lst in Londo: Mr ‘T. Kirkham 
ice-chairman, presided in the unavoidabk 
absence of the chairman, Sir Harold A 
Wernher, GCVO, who peech he read. The 
following are extract 

St es e Governments have found it con 
venient to treat industry as a major source ol 


revenue ; look at the balance sheets of publ 


companies | 


today and you will find that well 


over half the profits earned are taken by the 


State, and this ts in addition to the very 
heavy charges borne in other directions, such 
a8 local rates, State insuran purchase tax 


Greater taxation relief might at least be 
given to that portion ot a company 
retained in the busine 


1 
mainly upon this that the replacement o 








obsolete and worn-out ma ry at toda 
greatly enhanced prices, as well as the expan 
sion and development of a business, n 


now rely 


Heavy taxation dulls incentive and d 


ourages thrift, it fosters ext agance by th 
State and leads to high costs, reduced export 
ind a lower standard of living for all. Ind 

try must be relieved of some of the burden 


which handicap it 1n these postwar years 


Although the outlook 1s somewhat ob ure 


ind subject to world onditions, we have 


commenced 1953 with a good order book and 
I feel confident that we shall be able to main 
tain our strong posiuon and a full measure 


ol employment in our factories. 


The report was adopted. 


LAW LAND COMPANY 


INCREASED NET PROFIT 


I 1¢€1 I ! { 
the Law Land Company ¢ eld 
m Marcl Ist in London 

Mr M I } Crealo man d 
general manaver), in the course of his speec! 
said: 


It is with the greatest regret I have to 
report the death of Mr Langdon-Sparks, 
which occurred in June last. Mr Langdon 
Sparks spent practically the whole of his 
working life with your company and I know 
you feel with me we have lost not only 
colleague but a true friend. 


The accounts show a net profit for the 
year of £35,292, compared with {£26,850 for 
1951, and you will no doubt wish to have 
my explanation of the increase of £8,442. 
Rents are up by £15,779 at £491,044, which 
is a record in the history of the company. 


SERVICE COSTS 


On the other side of the profit and loss 
iccount, our heaviest item of expenditure is 
which ts included in the figure 
of £204,351, and although this shows an 
increase of £7,588, I can assure you that costs 


lor service 


are constantly under review The inevitable 
demand for increased wages which must be 


met if we are to retain the right type of staff, 


ind the increases in all classes of fuel, and, 
indeed, in almost everything under this head 
ing, makes the extra charge understandable 
lhe charge for repau ; always a heavy 
tem, but, again, it is one that must be met 
because, in my opinion, the whole structure 
of the company and th maintenance of it 
come 1s dependent upon ondition of 
our properties Repair le rene 
nd we have now reached the stage where 
px ittention has to be given to instal 
tion ich as lifts, boiler nd fire-« pe 
ircases 
Our war damage claim for Stafford Hou 
} iS al last been settled, and rh luded n the 
repall harge this year is the cost of dec 
Ol which was done in conjunction 
with tl making good of war damage and 
vas not recoverable from the Comm on 
‘This disposes of the last of our major war 


l 
Mage Ciaims 


Some explanation is required for 
ncrease in Our carry forward from {25,29 
to {£35,938 We are now dealing with hift 


ind other renewals, and with this substantial 





balance in hand we should be able to meet 
ijl our commitments without recourse t 
reserves OI! reducing dividends 


SOUND BALANCE SHEEI 


You will, I am sure, agree that the balance 
sheet presents a remarkably sound picture 
[@e progressive reduction year after year of 


the mortgage and loan debts, and the regular 





rise in the leasehold redemption and depre 
ition accounts are factors h cannot fal 
o reflect strength in the which it 

my pleasure to put before you. It may 

ippear to you that there has been drastu 

reduction in the value of our current 

and the explanation here ts that we no 

have a debt of any magnitude outstand 


iwainst the War Damage Comn 


We have decided to recon nd pay 
ment of a final dividend on 1 ordinal STOCK 
of 5 per cent, again making per cent for 
the year, but feel justified 1 view of the 


results of the year’s work and « pecially as 
this is our seventieth birthday, in recom- 
per cent 
per cent. 


2 


mending also the payment ol a 


cash bonus, as against last year's 2 


The report and accounts were adopted 





JAMES PASCALL, LIMITED 


PREVIOUS RECORDS SURPASSED 


TRADE OUTLOOK 


ry) 
Mltiea, 


Road, Mit 
Brown, FCA 


ham, 


d “pully 


Streatham 


Kilm in 


1 
following is an 


chairman’s circulated statement: 


“ported to 
‘1 had set 
with 
you that our 
considerable 
turnover. 


you last that our trade 
up new high records, and 

pleasure that I am able to te 
figures for 1952 show a further 


advance, both tin and 


yeal 


! 
is now i 


tonnage 


So far as derationing is concerned, it would 
appear, as I prepare this speech, that stocks 
in the shops have stood up to the initial rush, 
but all indications are that there is a 
tinuing brisk demand and it will be prema 
ture to assume either success or failure at 
this stage. Unless the import restrictions on 
non-allocated materials are lifted, or a sub 
stantial increase in the sugar 
granted to our industry, J fear a position will 
be reached in the early summer when produ 
tion will be seriously curtailed. In that event, 
it may well be that any fall in demand result- 
ing from higher prices will be more than 
counter-balanced by the drop in supplies I 
is to be hoped that the Minister of Food has 
‘fully weighed the risks involved 
derationing at this time, and that means 
be found to increase the supply of sugar 
the industry in the near future 
comoaratively minor increases granted at 
moment of derat oning 


There whatever that 
whole basis of harmonious co-operation with 
the Ministry of 
ing feature of the war yea! 
tinued during 
been 
insisten 


the wav in wh 


con 


allocation is 


Cal 


1 
t 


beyond 


can be no doubt 
Food, which was an outstand- 
and has con 
difficult years, has 
the Miunistry’s 
ullocation scheme and 
ridden roughsho 


1 
put to it by 


recent 


shaken by 


the 
profoundly 
upon its re 
h it 
irguments 


the industry’s representat 


has 


over the reasoned 


THE YEAR’S RESULTS 

is £199,921 as 
‘Tax this year 
with £87,500 
we have had to 
Profits Lev 
nearly 50 per cent 


Our profit before taxation 
against £152,970 last vear 
takes £128,500, as compared 
last year, and you will see 
make an allowance for 
The charge for taxes 1s 
more than it was last vear, although our 
profits are only 30 per cent up. The difh 
culty with regard to this penal taxation 1s 
that the Chancellor of the Exchequer requires 
these taxes to be paid in cash at the time 
when we are really requiring extra working 
capital 


Excess 


The policy of the board is to bring the 
issued capital of the company into line with 
the capital employed in the business, and 
with this in view your directors have decided 
to submit to you a proposal that the capital 
reserve, amounting to £35,653, shall be 
utilised in paying in full at par for 713,068 
ordinary shares of Is. h and that such 
shares shall be distributed as fully paid to 
the ordinary shareholders at the rate of 
share for every shares held 


eac 


one 


three 


you will agree that we h 
ir, but you will 
trade 
1953 will bring 


you that your dire 


iccessful ye 
outlook 

forth 
ors wil 
a 


speak of 
what 
use 
est endeavours 


good a result again 


to produ possible, 


Lhe report Was ido} 


ASSOCIATED ELECTRICAL 
INDUSTRIES 


STEADY PROGRESS 


The fifty 
held 


fi third annual general meeting was 
on March 31st in 
Ser George E. 
MIMechE, MIEE, the chairman, in the 
course of his sper h, said: ‘The year 1952 
> of steady progress for your company. 

higher rate 
ipments invoiced reached 

igure of £76 million. The 
parable figure for 1951 was £63 million 
‘There 


number ol 


London 


Bailey, CBE, M*Sc, 


was alta ihan 


ever 
the 


com- 


has been significant change in 
persons employed and the 
therefore, largely due to 

e expenditure in the last few years on 

factories and additional and improved 
and mach Full benefit could not 


been obtained from the increased pro- 


no 


ed output 


inery. 
ductive capacity without the active co opera- 
tion of all our employees. 

Profit has increased by nearly 
£2 million to ¥9,900,000, but after tax share- 
holders are left with only £178,000 of that 
£2 million. Last year I mentioned that the 
conservative dividend policy was due 


before tax 


board 
to the calls made 
the 
cost of 

] 


on the company’s financial 
heavy burden of taxation, 

capital replacements, the 
in value of work in progress and the 
of providing the extensions required 


s by 


neet the ever-c 


products 


for our 
conditions will still apply 
{ board, therefore, that 
ble to recommend an increase in the 
dend. It should be borne in mind, 
additional capital which 


however, that th 
the ordinary stockholders subscribed on 
ranked for a 


panding demand 
‘These 
the regrets 


if 
it 


today anc 


rate of ad 


bonus terms in Fet 1952, 
full year’s dividend, and accordingly the total 
ordinary dividend for 1952 amounted to 
£931,000, as compared with /673,000. 


yruary, 


EXPANDING DEMAND 


is no doubt that the 


continue 


demand for 
to expand ; as I 
mentioned last year, the consumption of elec- 
tricity per head of population 

sull only about half the 
figure in the United States. “There is every 
indication, however, that we are entering a 
1 when conditions will once again be 


period 
highly competitive 


During 


ity must 


in this country 


corresponding 


has 
maintaining pro- 
in the face of shortages of all kinds 
Often more expensive materials and methods 
of manufacture have had to be adopted to 
overcome them. As the material supply posi- 
tion improves, costs are prime 
and our future prosperity will 
on our being able to manufacture at 
least-as cheaply as our competitors at home 
and abroad. We have every confidence that 
our design and manufacturing staffs will be 
equal to the tasks which confront them. 


inflation 


on 


the years of 
depended very largely 
duction 


success 


again ol 
importance 
depend 


As the sellers’ market gives way to a buyers’ 
market we have every confidence in the 
ability of our commercial organisations 
throughout the world to obtain the necessary 
supply of many and varied pro- 
employment in- our 


for 
maintain 


factories 


orders 
ducts to 


numerous 


During the years of prosperity a large pro- 
portion of the profits has been ploughed back 
the business ; 
ernised and 
efficient 


our factories have been 
and we have a 


We are there- 


in a strong position to face the challenge 


exp inded 


organisation 


The report was adopted. 
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THE INVERESK PAPER 
COMPANY 


SIR BERNHARD BINDEK ON 
STRONG 


THE 
FINANCIAL POSITION 


The thirtieth annual general meeting of 
The Inveresk Paper Company, Limited, was 


held on March 27th in London. 


Sir Bernhard Binder, FCA, the chairman, 
presided and in the course of his speech said 


Trading conditions, particularly during the 
latter part of the year, were extremely diffi- 
cult following a continuous fall in prices. As 
a result demands for all descriptions of paper 
were seriously curtailed, causing a severe set- 
back in trade from last May onwards, which 
is sull continuing. 


At the last meeting I anticipated that there 
would be a reduction in the prices of our 
main raw materials, a fall in the sale prices 
of paper, and that we would have to face 
losses on the realisation of our stocks. The 
position was subsequently aggravated by the 
embargo on imports imposed by Australia 
and the large paper stocks accumulated by 
consumers in this country. Consequently, 
the profits for the year were adversely 
affected by the serious reduction in produc- 
tion in the second half of the year and the 
necessity of drastically writing down stocks 
by £1 million. e 


PROFIT AND LOSS ACCOUNT 


The group’s trading profits, after providing 
fully for all stock losses, including forward 
contracts, amounted to /2,083,700, and after 
charging taxation the net consolidated profits 
amount to {£698,000 
hesitation in 


The directors have no 
the same divi- 
dend as last year on the ordinary stock of 
10 per cent, free of income tax, which has 
been earned with a very substantial margin 


recommending 


During the postwar era we have spent well 
over £4 million on capital expenditure and 
have written off depreciation of £2 million 
It is essential for the continued process of 
moderni our mills to provide for 
further nditure in the 
years 

The group 
£6 million, 
£815,000 
our 
than adequate, 
taxation | 


expt coming 


reserves total nearly 


including 


now 
stock reserves of 

With the general fall in prices 
resources now appear to be more 
but during the current year 
ibilities of over £2 million have 
to be met and further capital expenditure has 
to be faced. Moreover, now that prices have 
fallen considerable funds will be absorbed in 
building up stocks of finished paper 
products. 


cash 


iti { 


THE OUTLOOK 


There are at present only slight indica 
tions of recovery from the recession in trade 
Consumer stocks are being gradually reduced 
to more normal proportions, but orders con- 
tinue to be spasmodic to the natural 
reluctance of consumers to buy until satisfied 
that no further drastic fall in prices is likely 


owing 


Since October last the prices of pulp have 
remained fairly stable, but present prices of 
both pulp and esparto are stl substantially 
higher than those ruling in 1949 and 
1950. 


early 


the current 
group mills have 
reduced scale and 


first five months of 
financial year most of the 
earned profits, but on a 
the margin of profit is small. It is unlikely 
that such large profits will be earned a3 
those of the last fe vears even when dema id 
increases and trading conditions be 
normal 


For the 
} 


come mor 


The present financial position of the group 
is, however, ind should 
eventually reap the full benefi large 


{its 


very strong we 


our 
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JOHN EMSLEY LIMITED 


SUBSTANTIAL PROFI dividend 1 
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sine qua non... 


some of the most experienced and long standing 
users of fork lift trucks have expressed the 

view that it is not only the savings which fork 
trucking has achieved, but the fact that their 
businesses just couldn't be operated today 


without these ubiquitous handling machines. 


This is a clue to the value of fork trucks 


in the modern industrial scene : at its 


simplest, a beneficial influence speeding 


} 
the rhythm of production . at its 


stone without which much 


business expansion could not have been achieved. 


my gut aX 


b coven 


ne 


Pioneers of the small Qiesel fork: lift truck 
COVENTRY CLIMAX ENGINES LTD 


(DEPT E.) COVENTRY, ENGLAND 





